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MINIMUM WAGE-HOUR LEGISLATION 


TUESDAY, MAY 10, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LABOR STANDARDS, 
OF THE COMMITTEE ON EpucaTION AND LABOR, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 429 
Old House Office Building, Hon. James Roosevelt presiding. 

Present: Representatives Roosevelt, Dent, Pucinski, Hiestand. 

Also present: L. K. Alderman, Jr., chief clerk; and W. Wilson 
Young, subcommittee counsel. 

Mr. Roosrvett. The committee will come to order, please. 

Mr. McBrien is our first witness this morning. 

I believe that you are, sir, the president of the Holland Laundry 
Co., and that you represent the American Institute of Laundering 
this morning; is that correct ? 

Mr. McBrien. That is correct. 

Mr. Roosevett. Mr. McBrien, we have a long list of witnesses this 
morning. I notice your statement is rather full. 

Mr. McBrien. I am not going to read that whole statement, Con- 
gressman. 

Mr. Roosevetr. That is what I was hoping. However, we will put 
it in exactly as it is, if that is your wish. 

Mr. McBrien. That is my wish, sir. 

Mr. Roosevetr. Without objection, it will be entered into the record 
at this point in full. 

Mr. McBrien, suppose you go ahead, if you will, please, sir. 

(The formal statement of Mr. McBrien follows:) 


STATEMENT OF THE AMERICAN INSTITUTE OF LAUNDERING 
SECTION I 


The American Institute of Laundering is the national trade association for 
the power laundry industry. Its members represent approximately 85 percent 
of the dollar volume of all power laundry sales in this country. 

We are unequivocally opposed to the proposals to extend the coverage of the 
Fair Labor Standards Act and to change the historic exemption for our industry 
as set forth in H.R. 4488 and H.R. 7490 and all similar proposals presently 
before this committee. We respectfully and earnestly urge this committee and 
the Congress of the United States to make no changes in the present exemption, 
its scope or intent, in section 13(a)(3) of the Fair Labor Standards Act of 
1938, as amended. In support of this position we respectfully request the com- 
mittee’s careful and thoughtful consideration of the following facts: 

In appraising the Fair Labor Standards Act in its application to laundries, it 
is vital that the committee understand the nature of the power laundry industry. 
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LAUNDRIES DIFFER FROM USUAL CONCEPT OF INDUSTRY IN COMMERCE 


The two basic differences of the laundry industry as compared with the gen- 
eral conception of industry in commerce are: 

First, laundries are essentially local in character and competition between 
members of the laundry industry is confined to local trading areas. 

Second, laundries do not sell goods and do not inject goods into the stream 
of interstate commerce. Laundries sell services. Laundries perform services 
on property which already belongs to their customers. 

Third, laundries perform services which their customers may readily provide 
for themselves. 

These three basic characteristics of the laundry industry have many conse- 
quences of which the committee should be aware. 


LAUNDRIES GENERALLY SMALL BUSINESS 


Being local commercial enterprises competing with each other only in local 
trading areas rather than selling goods nationwide, laundries are small busi- 
nesses. Generally these establishments are either sole proprietorship, partner- 
ship, or family management operations whether or not incorporated. 

Present trends in the industry are toward even smaller local units. To illus- 
trave this point we respectfully invite the subcommittee’s attention to the follow- 
ing statistics from the Bureau of Census Reports on the Census of Business for 
1948, 1954, and 1958: 














TABLE I 
H { 
1958 (esti- 1954 } 1948 
mate)! 
Number of power laundries with payroll.........-...--- 11, 328 9, 612 6, 395 
DS “ES a a UGA De I RR $1, 016, 672,000 | $913, 614, 000 $835, 964, 000 
Average annual receipts per plant_........-.------------ $88, 985 $95,049 | $130, 
LN Qe lei i oh i ae an aa | $571,817,000 | $49,817,000 | $489, 674. 000 
Total number of employees (week nearest Nov. 15). .---| 216, 344 | 277, 164 | 258, 233 


Average number of employees per establishment. - - -.--- | 19 | 24 rT) 





1 Bureau Census Preliminary R2ports group power laundries with self-service laundries; 1958 power 
laundry estimates were arrived at by applying the 1954 ratio of power laundries to self-service laundries. 


Sources: Selected Services Bulletin S-1-1, 1954 Census of Business; Service Trades Bulletin 2-S-8, 1948 
Census of Business; Selected Services Preliminary Area Reports Series BC58 (P), 1958 Census of Business. 


Nore: Hawaii and Alaska figures have been omitted from 1958 totals to make them comparable with 
1954 and 1948. 


We call the committee’s attention to certain conclusions to be drawn from the 
above statistical data relative to the economic facts of life of the laundry in- 
dustry and the jobs of laundry workers: 

1. Total power laundry industry receipts increased about 12 percent from 
1954 to 1958, but prices increased about 20 percent in the same period, indicat- 
ing a substantial loss in actual volume of laundry work in pounds. 

2. While industry receipts were increased only 12 percent from 1954 to 
1958, the average annual wages of laundry workers increased by 20 percent. 
Taking the 10-year period from 1948 to 1958, industry receipts increased only 
22 percent compared with the average annual wages of workers increase of forty- 
five percent. 

8. While the number of power laundries increased by 1,716 establishments 
from 1954 to 1958, or about 18 percent, the number of employees decreased by 
10,820, or about 5 percent. Over the 10-year period the number of plants in- 
creased by 4,933 or 77 percent but the number of employees decreased by 41,889 
or a decrease of 16 percent. 


Recapitulation 
(a) The average size of laundry plants is growing smaller; 
(b) The average number of employees per plant is substantially reduced; 
(c) Theindustry volume in pounds has decreased ;: 
(ad) In the 10-year period 1948 through 1958 : 
1. The industry’s gross receipts have increased only 22 percent, while 
the average annual income of workeis has increased forty-five percent. 
2. Laundry workers have suffered a loss of almost 42,000 jobs—a decrease 
of 16 percent. 
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Utilizing other Federal Government reports, the pattern remains substantially 
the same. For example, from the Current Population Reports of the Bureau of 
the Census in its Population Estimates, Series P-25 No. 200 dated May 12, 1959, 
we find that total population in the United States has gone up over 22 percent 
in the period from 1947 to 1959. In the same period, taking the U.S. Depart- 
ment of Labor, Bureau of Labor Statistics Reports on Employment, Hours, and 
Earnings, we find that the number of employees in the laundry industry has 
gone down by 15 percent. Similarly the above Labor Department reports show 
that while the total civilian labor force was increasing 16 percent in the period 
1947 to 1959, the number of employees working in laundries decreased 15 per- 
cent in the same period. Whatever the causes, the stark reality remains that 
fewer and fewer jobs are available for laundry workers each year. This is not 
just a guess, an unrealized future possibility, or a pet theory, it is demonstrable 
fact. 

There is further reliable documentation of this trend in the laundry industry 
from the sworn testimony of witnesses in the recent “Hearings of the Laundry 
and Dry Cleaning Minimum Wage Board of the Department of Labor and In- 
dustry, Commonwealth of Pennsylvania.” On September 8, 1958, page 4 of said 
hearing, Mr. C. W. Davis, secretary of the Philadelphia Laundryowners Asso- 
ciation testified as to the Philadelphia area in part as follows: 

“Back in 1941 we had 89 laundries and they employed 5,500 employees. Fifty- 
seven of those laundries that employed 2,825 employees have closed since then. 
That leaves only 32 laundries left and they employ only 2,675 of the original 
5,500 employees.” 

Mr. Davis further testified that in Philadelphia the laundry workers had been 
union organized for 21 years. 

Mr. Paul E. Davis, president of the North Side Laundry in the Pittsburgh 
area testified at the same hearings and we quote him from page 51: “there have 
been 14 laundry or drycleaning plants go out of business in the past 8 years which 
was a loss of 551 employees * * *.” 

We could expand our documentation of this trend by supplying lists of names 
of power laundries which have gone out of business in various cities through- 
out the country and have done so in past years as our witnesses have appeared 
before congressional committees considering Wage-Hour Act amendments. This 
trend is a matter of some concern to the Defense Department which historically 
has relied on the central power laundries for laundry services for military per- 
sonnel in times of mobilization. The striking corollary is that no new large 
central laundry plants are being built to replace those going out of business. 
The new laundry plants of today are the small neighborhood or shopping center 
quick service laundries and even unattended coin operated laundries with no 
employees. 

LAUNDRIES COMPETE ONLY LOCALLY 


In the findings and declaration and policy of the Fair Labor Standards Act, 
one of the five major purposes is to alleviate “unfair methods of competition in 
commerce.” But laundries rarely compete in commerce; laundries compete 
only locally. 

Laundries in Boston, Mass., do not compete with laundries in Atlanta, Ga. 
As a matter of fact, laundries in the New England city of Boston do not even 
compete with laundries in the New England city of Hartford, Conn. Even more 
narrowly, laundries in Los Angeles, Calif., do not compete with laundries in 
Fresno, Calif. Similar comparisons can be pointed out for any State from which 
the committee members are elected or for any State in the Union. 


PRINCIPAL COMPETITION OF LAUNDRY IS ITS OWN CUSTOMERS 


The principal competition of the laundries is the housewife—the laundries’ 
best customer is their principal competition. Laundry service is one of the very 
few industry services which can readily be provided by the industry’s customers 
to themselves. Again let us emphasize, laundries do not sell goods or food or 
Tent rooms or provide professional, banking or other business or technical 
Services; laundries sell services which can be readily provided by their own 
customers. 

In this connection, three of the five purposes of the original act have to do 
with “the free flow of goods in commerce,” but again laundries do not sell goods 
in commerce as explained above. 


55097—60——pt. 3-2 
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LAUNDRIES HAVE HIGH PERCENTAGE OF LABOR COSTS 


This brings us to a significant difference between laundry establishments 
and most other commercial enterprises. The principal item of cost in supply- 
ing laundry service is wages and salaries. The American Institute of Launder- 
ing periodically conducts cost surveys among its members to determine average 
operating cost percentages in relation to the sales dollar. This is made possible 
because of the adoption by a substantial proportion of the industry of the Uni- 
form Classification Accounts recommended by the National Accounting Coungeil 
for the Textile Maintenance Industries. Average operating cost percentages 
published by the institute show that the average percentage of payroll and 
related costs in the laundry industry was 62.15 percent of the sales dollar in 
1959. As a matter of information from this same report the average operating 


profit before Federal income taxes, was: 
Percent of the 


sales dollar 
IRR SPE LS, RE A Gf ae Ee ee A Rene Se eT Eat ee Peed A 3. 41 
RE OE RR a BOL tat SI le AE IAM at hit Se SARE mee Oe ene 3. 73 
RBA al adn BOIS at A OS Ed CAS Dd Ege A Oe PR Be ree 4. 33 
TE in NS a ae ol in SS IE aah EG fa ea ae TS Se ne eet ee ee es ee = 3. 58 


EFFECTS OF STATUTORY INCREASES IN WAGES 


Side by side with the above fundamental characteristics of the laundry indus- 
try are a few other facts of life which our industry has learned inexorably 
follow increases in wages by statutory decree, whether by increasing the mini- 
mum wage or by bringing previously exempt workers under coverage of such 
minimums— 

First, any increase in the Federal minimum wage rates, whether applicable 
to our industry or not, tends to encourage laundry workers to seek wage 
increases whether unionized or not. 

Second, any increase authorized by Congress sets the pattern of any new 
wage demands; for example, an increase from 75 cents to $1 an hour is 25 
cents an hour. This means that all workers whether below 75 cents or 
above, at $1, $1.25, or $1.50 an hour have been encouraged to seek an increase 
of at least 25 cents an hour. 

Third, any increase in the rate of the lowest paid worker within a plant 
requires a corresponding rate increase all the way up the ladder of wage 
levels in order to preserve historic wage differentials and corresponding 
adjustments in salaried workers’ pay. 

Fourth, an increase in the Federal minimum wage in other industries in 
any local labor market tends to raise the market level of wages in that local 
area for all plants even though they may be exempt from Federal law. 

Fifth, if a substantial number of laundry plants in any area are required 
by law to pay the Federal statutory minimum rate, this establishes the 
pattern of minimum rates for all plants in that local trading area for all 
practical purposes. This is particularly true where laundry plants ina 
given local trading area are unionized and bargain collectively as a unit. 

In support of the third fundamental mentioned above, we refer again to the 
testimony before the Pennsylvania Minimum Wage Board on September 8, 1958, 
on page 7 by C. W. Davis: 

“Increases in minimum wages call for increases in the higher paid workers 
just as certainly as night follows day. In 21 years in Philadelphia there has 
not been a single one of the industrywide increases granted that did not give 
increases to all. In every case, but one, the increase was the same for all 
employees * * *.” 

Further on this point, Mr. William Batt, secretary of labor, State of Pennsyl- 
vania, during the Senate Labor Subcommittee’s hearings on May 26, 1958, 
answered Senator McNamara’s question as to whether increasing minimum wages 
trigger a wage increase all the way up the line, in this way— 

“T think this is true, sir. We find that we had the same complaints, and I 
think to some extent there is an effect that ‘when you give the fellow at the 
bottom of the lowest paid occupation in the store, when you give him a nické 
or a dime raise, you give everybody the same thing all the way up to the top.” 
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LAUNDRY COST INCREASES MUST BE PASSED ON TO CUSTOMERS 


The laundry industry is not one that lends itself to increased automation. 
Consequently, increased labor costs cannot be generally absorbed by the laundry 
industry and must be largely passed on to the customer, the housewife, who 
simply will not continue to send her soiled clothes to commercial laundries when 
prices are increased. It is a historic fact that increases in prices have meant 
reduced poundage volume in the laundry industry. A rule of thumb generally 
used in the industry is that for every 5 cents per hour more in wages, prices 
must be increased by 3 cents. Whenever such cost increases cannot be absorbed 
by the laundry plants, it means that prices to the customer must be raised. If 
the customers won’t pay the increased prices, volume drops and workers lose 
their jobs. 

Again referring to the sworn testimony before the Pennsylvania Minimum 
Wage Board hearings on September 8, 1958, page 51, Mr. Paul Davis, previously 
referred to, in discussing the loss of volume due to price increases, testified that 
the Allegheny association “during the years 1947 through 1954 compiled a joint 
poundage record on the tonnage that was being done in the plants that belonged 
to the association. During that 8-year period the total poundage produced by 
these members of the association had dropped 47.6 percent.” The comparative 
report on poundage and shirts of laundries comprising the Allegheny County 
Laundrymens Exchange for the years 1947-54, inclusive, is reproduced herewith 
from page 117 of the Pennsylvania hearings. 


InDUSTRY’Ss ExHIBIT No. 1.—Comparative report on poundage and shirts of 
laundries comprising the Allegheny County Laundrymens Exchange for the 
years 1947 to 1954, inclusive 











Poundage Shirts 
Year—1947 xe eS : sl cdehalscies 23, 882, 600 6, 244, 300 
1948 F inte oduiemen~ding 21, 918, 400 6, 466, 400 
1949 me ei . a Scene nines Weenie es 0 ae aot’ 19, 660, 400 5, 928, 500 
1950 _ _- - ; ~ Sco tuee sae 18, 100, 800 5, 761, 500 
Bee nlesus ' Rae eee 2S Os eek es ae 17, 981, 600 5, 605, 700 
TR isish ethewietin totais tr os Sh <a neegh oegaeinnae pie contin sade 16, 535, 700 5, 388, 700 
1953 _ _. _ ai . of irhes aititint : Spe 15, 534, 100 5, 172, 200 
1954 _ __ ~ eee te Ge wen ; cabins be uucacuGnesall 12, 524, 300 5, 078, 100 
Percentage of decrease in 8 years___ ~~~. ‘ 5 ‘ retin oe ~ 42.6 oe’ 
ae debbie tiie: 2 treo) ale et eet ae aie | 8,340,500} 3, 435, 000 
Ist 8 months of 1955. Sea bh nd cits Gu bak ded asbiihees dexkic etn dd 7, 348, 000 3, 231, 600 
Percentage of decrease Ist 8 months 1955.....-.......-..-...-.--..-----.-.-.- pOwng 419 Po st) ae 6 














In 7 years, seven family laundries have gone out of business. They are: 





United Laundries, Inc. (1955) Perfect Laundry 

Brighton Laundry (1953) Penn State Laundry 

Sunshine Laundry Fort Duquesne Laundry 
Santi-Wash Laundry Pittsburgh Laundry 

The number of jobs have also dropped : 
Total jobs, September 1946____-.___----------_-_-__--_-. 1, 254 
Total jobs, September 1955............................... 674 
Brenna: C6. JOD Cisse cesniciec ns anita ttttiemmpeniante 580 or 46 percent 


HIGHER LABOR COSTS REDUCE EMPLOYMENT 


Certainly this committee recognizes the essence of minimum wage legislation 
is that it prevents covered employers from doing business and creating jobs 
unless they can pay a wage rate set by legislative decree. It prevents workers 
from accepting the jobs unless they can find an employer willing and able to 
pay that rate. It means an increase in disemployment whenever workers in 
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any covered activity cannot produce enough income to warrant the payment of 
the statutory minimum rate. This was emphatically pointed out by President 
Kisenhower in his Eonomic Report to the Congress on January 28, 1954, when he 
said: 

“A minimum does not protect the inadequately rewarded worker if it is too 
low. On the other hand, it may not benefit him if it is so high as to push up 
the whole scaffolding of wages and of costs of doing business thus leading either 
to inflation of prices and the worker’s own living costs, or to elimination of the 
less efficient employees and workers. Yet the ability of the employer to absorb 
a high minimum wage is limited. Indeed, the low-pay industries of today are 
often those earning modest profits having limited opportunities to increase pro- 
ductivity and containing firms easily squeezed out of business by rising costs.” 


TRENDS IN THE POWER LAUNDRY INDUSTRY 


As the weekly servant of Mrs. Housewife, the laundry naturally follows the 
urban family’s movement to the suburbs and the “neighborhood shopping center” 
or “neigborhood business centers.” A laundry and drycleaning establishment 
in such centers is virtually a must, according to development experts and plan- 
ners. A few years ago we saw a tremendous exploitation of hometype washing 
machine self-service stores, commonly called “launderettes.” The Bureau of 
Census Bulletins referred to above showed 8523 such “self-service laundries” in 
1948 and only 3699 in 1954. Mrs. Housewife didn’t like that kind of service and 
the long hours and low percentage of capacity operation were unattractive to the 
sole proprietors who went into that business. Mrs. Housewife wanted to leave 
her laundry bundle in the morning, have it done by laundry employees, and ready 
for her to pick up in the afternoon. So we had the conversion of “launderettes”, 
cash and carry pickup and delivery stores to small neighborhood quick service 
laundries or semiactivated neighborhood stores. In the past 10 years no new 
large central laundries have been built while many have gone out of business due 
to high labor costs and other reasons. Instead laundry operators are con- 
structing these small neighborhood quick service plants all through the new sub- 
urban developments of metropolitan areas. This fact is amply proved by the 
statistics in table I on page 3. There has been an increase of over 77 percent 
in the number of power laundries from 1948 to 1958 while the large central plants 
have been going out of business and no new large plants have been built. Total 
industry annual receipts were up by over $180 million but the average per plant 
dropped from $130,722 in 1948 to $95,049 in 1954, and down further to $89,985 in 
1958. 

Of serious concern to us in the laundry industry—and, we are sure, most cer- 
tainly to you gentlemen of the Congress of the United States—is the substantial 
loss of jobs and job opportunities for workers in the power laundry industry— 
a loss of 42,000 jobs in the period 1948 through 1958 according to the Bureau of 
the Census. 

How can you justify further statutory cost increases to an industry like the 
laundry industry, especially in the face of the findings and declaration of policy 
of the Fair Labor Standards Act of 1938, as amended, which closes with these 
words, “without substantially curtailing employment or earning power’? 

In any event, we come to the inescapable conclusion that the larger plants are 
gradually going out of business with the consequent loss of jobs to the laundry 
workers. The new facilities to handle the requirements are a greater number 
of small plants with very few or no employees and the home washers and 
dryers now a regular installation in most newly built homes. In this connec 
tion, the home washer-dryer industry produced 51,896,786 home washing ma- 
chines and 10,178,775 home clothes dryers in the years 1947 through 1959. As 
of January 1, 1959, there were 44,900,000 washing machines and 7,725,000 home 
clothes dryers in use in the 49,390,000 domestic and farm electrically wired 
houses out of the total of 51,100,000 homes. This reveals a saturation of 909 
percent of the electrically wired homes having home washing machines.’ 

The laundry industry is not an industry that can pick up its equipment and 
move into a lower cost State and still supply the needs of its original cus 


1 Source: Electrical Merchandising annual statistical issues of January 1953-59, and 
Appliance Manufacturer, April 1960 issue. 
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tomers. It must remain in its local trading area and if statutes force an un- 
economic situation in the industry, they have no alternative but to close up and 
put their employees out of work. The present trend in the power laundry in- 
dustry for the closing of our larger establishments is serious enough without 
any effort on the part of Congress to augment this trend. 

While there are many reasons why businesses discontinue or are absorbed, 
quite generally they are economic reasons and increased costs are the greatest 
factor. Conditions vary too greatly throughout the country in an industry such 
as ours to make any sort of national minimum wage statute economically sound 
or equitable either to employer or workers. This is a matter that should be 
left to the States to decide. 

In this connection, we respectfully call to the committee’s attention exhibit 1 
attached hereto being a letter from the chairman of the Industrial Commission 
of Utah to their Senator, Frank E. Moss, opposing Federal encroachment into 
State affairs with respect to present minimum wage proposals. 


WAGE LEVELS IN THE LAUNDRY INDUSTRY 


The laundry industry is admittedly a low-wage-level industry but as such it 
supplies a necessary, healthful service to its community and provides employ- 
ment in the aggregate for more than 200,000 workers who otherwise might have 
little opportunity of gainful employment. Many of our workers are women 
whose husbands or grown children also work. They are supplementary income 
workers—not the sole or even the major support of the family unit. Mr. C. W. 
Davis in the Pennsylvania Minimum Wage Board hearings on September 8, 
1958, page 7, testified: “A check of 8,000 employees in our industry reveals the 
fact that over one-half of them are not solely self-supporting. Their earnings 
supplement other family income. Many are married women whose husbands 
are wage earners. Others are minors living at home.” On September 9, 1958, 
during hearings before the same board, Mr. Allan Keiper, president of Keiper’s, 
Inc., a laundry and drycleaning plant in Stroudsburg, Pa., testified (pp. 6-8) 
that during their peak season, Memorial Day to Labor Day, they employ 160 
to 165 persons, 125 of which are females and minors, mostly high school and 
college students and mothers of children who are getting out of school for the 
summer vacation. Out of the 165 employees only 1 female was living alone 
and eating 3 meals each day in a restaurant. 

Many of these marginal or supplementary income workers, untrained and 
with little manual dexterity, might very well be unable to find any other em- 
ployment in industrial concerns. 

However, to the extent that a laundry can operate in a local community on a 
very small margin of profit with low-wage levels, it will be able to provide much 
needed employment to serve Mrs. Housewife with a valuable, healthful, and 
necessary service about which she is extremely cost conscious. But the laundry 
operator is not the dictator over his wage policies. They are determined to a 
large extent by the labor market level in each community. And those levels 
vary according to the section of the country and according to the size of the 
conmunity. Wide variations exist even within the boundaries of a single 
State and many State minimum wage board orders set different minimums for 
different-sized towns and cities. 

We have made considerable reference to the hearings last fall of the Penn- 
sylvania Minimum Wage Board for the laundry and drycleaning industry. We 
chose these hearings as the most recent documentation of reliable facts about 
the laundry and drycleaning industry in a northern highly industrialized State 
where laundry workers to a substantial degree have enjoyed the benefits of union 
organization and representation—where laundry workers’ union leaders have 
exhibited a high degree of statesmanship in dealing with the economic realities 
of the industry in which their members are employed. As a result of exten- 
sive hearings and wage board deliberations, Mr. William L. Batt, Jr., secretary 
of labor and industry for the Commonwealth of Pennsylvania, approved and 
published “Minimum Wage Order No. 2—Laundry and Drycleaning Occupa- 
tions,” as follows: 
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Minimum wage rates for laundry and dry-cleaning occupations 


Every employer shall pay to each employee for time worked not less than the 
following straight time hourly rates: 








Feb. 15, 1959, | Aug. 15, 195°, 
to Aug. 14, 1959} and thereafter 





ENNIS Uso Lede dt Aide ct cee dbsdece ae $0.75 $0. 80 
SR FES Se ra et eee ee ee ee eee ia ates oes 70 | 75 





These rates were recommended by a 7 to 2 vote of the 9 minimum wage board 
members consisting of 3 public members, 3 industry members, and 3 employes 
representatives from 3 different laundry workers’ unions. 

This action dramatically emphasizes the inequity and hazard for the Con- 
gress of the United States attempting to establish a national minimum wage rate 
in strictly local service businesses and the absolutely vital necessity for retain- 
ing intact the present exemption for laundry and dry cleaning establishments 
in section 13(a)(3) of the Fair Labor Standards Act of 1938 as amended. 

No one questions the fact that organized labor has been able to protect its 
members and get every last penny in wages that the current economics of each 
industry can stand. We know that this is true in the laundry industry where 
union organization has been an accomplished fact for years. The head of each 
union local knows the facts of life of the laundry industry in his community, 
With this in mind we direct the committee’s attention to table II below which 
shows average hourly earnings, not the minimum rates, of one job classifica- 
tion of workers in power laundries for the period May-June 1955. In the first 
10 cities more than 80 percent of the workers were organized ; in the last 3, from 
60 to 75 percent were organized. But in all those cities laundry workers have 
been represented by international unions for years and in all those cities the 
average hourly earnings, not the minimum hourly rates, were well under $1 
per hour. We submit, Mr. Chairman, that this exhibit only goes to prove the ex- 
tremely wide range of wage levels from community to community and the com- 
plete impracticality of attempting to bring the laundry industry under the 
Federal minimum wage law. This is a matter for the States to consider where 
necessary. 


TABLE II.—Average hourly earnings of flatwork finishers in power laundries in 
selected areas, Mau—June 1955 
Awerage 
straight time 
Area hourly earnings 
Where more than 80 percent of the workers are covered by labor-manage- 
ment agreements: 


aya ae tl A el le Ri EN IR lati rs EN 1h ain Nile $0. 49 
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Where 60 percent to 75 percent of workers are unionized : 
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Source : U.S. Department of Labor, Bureau of Labor Statistics, summary release, ““E 
ings in Power Laundry and Dry Cleaning Industries—-May—July 1955. 
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Table II covers a low-level job classification and we have many job classi 
fications where the averages are well over $1. Our male employees’ average 
earnings compare very favorably with those of semiskilled workers in othet 
industries. Our current average hourly earnings are in the neighborhood of 
$1.18 an hour and the average for the last 10 years as shown in table III are 
up 33.6 percent in that 10-year period. 








TABI 


Avera 
hour 
Avera 
earn 





Sour 
No. 3, 
No. 10 


Fr 
week 
segm 
of fi 
Octo 
ers i 

Mr 
impo 
avers 
1959, 


Textile 
Appar: 
Laund 
Drycle 





We 
and | 
great 
factu 


L. 


Sin 
specif 
dry ¢ 

“Sk 
with 
in la 
centu 
is ma 


Servi 
trans 
Thi 
empte 
Those 
exem} 
instry 
large 
The 
tions 
which 
in no 








\in- 


arn 





MINIMUM WAGE-HOUR LEGISLATION 957 


TABLE II1I.—Hours and gross earnings of production workers or nonsupervisory 
employees in laundries 











} | | | i 
Janu- | Janu- | | | | ' 
| ary | ary | 1957 1956 | 1955 1954 | 1953 | 1952 1951 | 1950 
1959 | 1958 | | | | | | 
cccdlininmentaiiaiaanad — | $$ | — | — | — | — — —_ | —_ —___ | —__ : ameaeed ae) ce 
Average weekly | | | | 
hours ...| 39.3) 39.0] 39.7 40.3 40.3 40.1 40.5 41.1 4h. 1 41.2 
Average hourly | | | 
earnings........--| $1.15 | $1.12 | $1.09; $1.05 | $1.01 | $1.00 | $0.98 | $0.94 | $0.92 | $0. 861 
| | 














Source: U.S. Department of Labor, Bureau of Labor Statistics, ‘Employment and Earnings,” vol. 3, 
No. 3, September 1956 and annual supplement issue, vol. 2, No. 12, June 1956, also April 1959 issue, vol. 5, 
No. 10. 


From the above it is evident that the average hourly earnings and average 
weekly hours indicate that the laundry industry is progressing along with other 
segments of American industry in the field of labor standards. As a matter 
of fact, Bureau of Labor Statistics reports show average weekly hours in 
October 1959 at 39.8 and average hourly earnings at $1.18 for production work- 
ers in laundries—a continuation of the upward trend. 

Mr. Stanley Ruttenberg, of the AFL-CIO presented this committee with an 
imposing array of statistics, among which was a tabulation of the increase in 
average hourly earnings in various industries—January 1950—January-March 
1959, showing the following: 


Average hourly earnings 











Industry January 1950 | January 1960 Increase Percent of 

} increase 
OR. . sites. taihiv daauch Sesmtselnsued~ ais $1. 20 $1. 60 $0. 40 33.3 
a i a 1.19 1. 54 . 35 29.4 
| ile Re: ih: Sn yt sah EE he Mat nc cy ne . 85 1.19 . 34 40.0 
Drycleaning.____..._. Sid kniteehen Lin eee .99 1. 39 40 40.4 





We think it is most significant that our industry, which is only the servicing 
and maintenance industry for apparel and textiles, has been able to show a 
greater percentage of increase in average hourly earnings than the basic manu- 
facturing industries producing the goods which we service and maintain. 


SECTION II 
LAUNDRY AND CLEANING EXEMPTION IN THE FAIR LABOR STANDARDS ACT 


Since the 1949 amendments to the Fair Labor Standards Act the following 
specific exemption has been in the act applying to employees of laundries and 
dry cleaning plants: 

“Sec. 18. (a) The provisions of sections 6 and 7 of this act shall not apply 
with respect to * * * (3) any employee employed by an establishment engaged 
in laundering, cleaning, or repairing clothing or fabrics, more than 50 per 
centum of which establishment’s annual dollar volume of sales of such services 
is made within the State in which the establishment is located; Provided, That 
1% per centum of such establishment’s annual dollar volume of sales of such 
Services is made to customers who are not engaged in a mining, manufacturing, 
transportation, or communications business.” 

This exemption has worked extremely well in our industry. It has not ex- 
empted every plant nor was that the intention at the time it was enacted. 
Those plants which are essentially engaged in interstate commerce are not 
exempt nor are those plants exempt which to a large degree serve the obvious 
instrumentalities of interstate commerce such as transportation companies and 
large manufacturing concerns. 

The exemption has provided no impediment to labor-management negotia- 
tions nor has it affected our group, local-trading-area bargaining procedures 
Which have worked so well for years. Moreover, the exemption language has 
Inno way obstructed the right of workers to organize. 
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Only in those very few and peculiar situations where State lines run di- 
rectly through a major metropolitan area has the exemption been awkward 
for local plant operators. 

In fact, the existing language of section 13(a)(3) achieves for the laundry 
industry a good balance between the two principal objectives of the act. It 
encourages higher labor standards by requiring the payment of the Federal 
minimum in those truly interstate laundries which can best recover their higher 
costs from their customers. It exempts, on the other hand, the local operation 
where application of the act would inevitably cause unemployment because of 
the difficulty of recovering cost increases from the customer. 

Obviously, however, the very existence of the Federal minimum tends to 
raise the wage level of the exempt laundry employer who must compete for 
his employees in the same labor market as does the nonexempt employer. Thus, 
the gap between wage levels for exempt and nonexempt employment is gradually 
reduced but without the serious economic dislocations which would follow upon 
elimination of the exemption for our industry. 


PENDING PROPOSALS TO ALTER THE STATUS OF THE POWER LAUNDRY INDUSTRY 
WITH RESPECT TO FLSA 


Despite the various practical and economic reasons which underlie the pres- 
ent exemption from the FLSA for the laundry industry it is proposed in H.R. 
4488, and to a lesser extent in H.R. 7490, drastically to curtail that exemption. 
In the case of H.R. 4488 this would be accomplished by a revision of the act’s 
definition of “produced,” by the repeal of section 13(a) (3), and by the addi- 
tion to the act’s present section 3 of several intricate and interrelated defini- 
tions. For a clear understanding of what is actually proposed in H.R. 4488 with 
respect to coverage for the laundry and similar retail and service industries 
a careful analysis of these proposed revisions of the act is required. 

As the committee is aware, section 3(j) of the act now defines the term 
“produced” to include “any closely related process or occupation directly essen- 
tial to the production” of goods. The terms “closely related” and “directly 
essential” were adopted as part of the 1949 amendments to the act. They 
superseded the term “process or occupation necessary to the production” of 
goods which had been in the act since its enactment in 1938. 

The substitution of “closely related” and “directly essential” for “necessary” 
reflected the considered judgment of the Congress that successive Wage and 
Hour Administrators had strained the term “necessary” to cover activities 
Congress had never intended to reach. Nonetheless, H.R. 4488 now proposes to 
reenact the term “necessary” and to return to the language of section 3(j) 
as it read prior to 1949. 

Such a reenactment would appear to constitute an endorsement by the Con- 
gress of the construction given to the term “necessary to the production” of 
goods by the Wage and Hour Division before the 1949 amendments. For the 
laundry industry, such a reversion to pre-1949 status would be most unfortunate. 

We do not wish to burden the committee with the history of the confusion 
and conflict that existed concerning the application of the FLSA to our industry 
prior to 1959. Suffice it to say that, after a period of years during which 
laundries were considered by the Division to be exempt, the Administrator 
issued in the Federal Register of December 5, 1946, a statement of a new e2- 
forcement policy which limited exempt laundry services to “services for private 
individuals for personal or family use.” The industry was advised that any 
laundry which derived more than 25 percent of its gross receipts from nok 
exempt services, as thus delineated, would lose its exemption. Nonexempt ser’ 
ices would, of course, include all services except those for “private individuals 
for personal or family use” and, thus, would encompass services rendered t0 
dentists or doctors, restaurants, churches, private schools, barbershops, and 
the like. 

The effect of this new enforcement policy upon the industry was not only 
to deprive a great number of laundries of the exemption, but to do so upo 
an arbitrary and discriminatory basis. This resulted from the fact that two 
competing laundries of substantially the same size could receive different treat 
ment under the policy depending upon the extent of their nonexempt sales. 

In the light of the difficulties experienced by our industry under the former 
definition of “produce” we vigorously oppose the reversion to the original section 
3(j) of the act. 
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In addition to the redefinition of the term “produced,” H.R. 4488 would 
adopt a new test of coverage for the laundry industry. That test is incor- 
porated in the proposed section 3(t)(3) of the act which would provide as 
follows: 

“(t) Employer engaged in an activity affecting commerce means an em- 
ployer in any of the following categories who is engaged in any activity affecting 
commerce : 


* * * * * * * 


“(3) any enterprise where such employer has one or more establishments 
engaged in laundering, cleaning, or repairing clothes or fabrics if the annual 
gross VOlume of sales of such enterprise is not less than $250,000 or if the sales 
of such enterprises to customers who are engaged in a mining, manufacturing, 
transportation, commercial, or communications business amount to at least 
15 per centum of the gross volume of sales of such enterprise.” 

Thus, a laundryowner would be subject to the act under this provision, if— 

(1) he is engaged in an “activity affecting commerce” ; 

(2) in an enterprise; 

(3) which includes a laundry establishment ; 

(4) and the annual gross sales of the enterprise are $250,000 or more; or 

(5) if the sales of the enterprise to mining, manufacturing, transporta- 
tion, commercial, or communications businesses constitute at least 15 per- 
cent of the gross sales of the enterprise. 

The critical terms “activity affecting commerce” and “enterprise” are, them- 
selves, defined in other proposed new subsections to section 3. 

Proposed subsection (r) would define “enterprise” to mean : 

“* * * the related activities performed (either directly or indirectly through 
unified operation or common control or otherwise) by any person for a common 
business purpose of providing goods or services, or the products thereof, or a 
combination of them, to others, and includes all such activities whether per- 
formed in one or more establishments or by one or more corporate or other 
organizational units.” 

“Activity affecting commerce” is defined by proposed subsection (s) to mean: 

‘“* * * any activity in commerce, necessary to commerce, or competing with 
any activity in commerce, or where the payment of wages at rates below those 
prescribed by the Act, or the employment of child labor prohibited by this Act, 
burdens or obstructs or tends to burden or obstruct commerce or the free flow 
of commerce.” 

Each of these new terms, as defined, is open to the same serious objection. 
None is sufficiently clear and specific to enable a particular small employer to 
know how it will be applied to his business. 

The need for clarity in the FLSA—particularly in its coverage provisions— 
was well described by Secretary of Labor Mitchell when on May 9, 1955, he 
wrote Senator Hill respecting certain then pending proposed amendments to 
the act, as follows: 

“It has been stated in testimony before the subcommittee that the concept 
of coverage proposed in S. 662 and S. 770 for the Fair Labor Standards Act 
is similar to that adopted in the Labor Management Relations Act. However, 
itis important to keep in mind that the resolution of coverage questions under 
the statutory definitions presents entirely different problems under the two acts. 
Under the National Labor Relations Act, as amended by the Labor Manage- 
ment Relations Act, these statutory definitions govern the proceedings author- 
ized by the act, which are brought before a Board having quasi-judicial author- 
ity to make individual determinations and an announced policy defining areas 
over which it will not assert jurisdiction. That act, as the Supreme Court 
pointed out in National Labor Relations Board v. Jones & Laughlin Steel Corp., 
301 U.S. 1, establishes standards with which the Board must conform including 
i unfair labor practice proceedings the issuance of a complaint, notice and 
hearing, the receipt of evidence, and the making of findings. The Fair Labor 
Standards Act is, in general, self-executing and provides no such procedure. 

“The Fair Labor Standards Act imposes direct statutory day-to-day obliga- 
tions with respect to the payment of wages and observance of child-labor stand- 
ards by the employers who come within its terms. It does not depend for its 
operation on the findings of a Board or administrative official and, although 
idministrative interpretations carry weight, the final determination of ques- 
tions of its application is reserved to the courts. Employers subject to the act 
nust carry out their obligations each payday when they pay their employees and 
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are expected to understand, without the aid of an administrative determination, 
which employees come within the act’s provisions and which do not * * *.” 

Application of the Secretary’s remarks to H.R. 4488 will reveal serious defici- 
encies in the bill: 

How, for example, is the laundryowner to know when his laundry will be 
regarded as an activity related, “indirectly through unified operation or common 
control,” to some other business enterprise in which he may have an interest? 

How is he to know what business activities will be regarded as having “a 
common business purpose of providing goods or services?” 

What business will be considered as “competing with [an] activity in com- 
merce” and when will “the payment of wages at rates below those prescibed 
by the Act * * *” be regarded as tending “to burden or obstruct commerce 
or the free flow of commerce?” 

What does the term “commercial” as applied to laundry sales include and 
is the 15 percent of gross volume of sales intended to mean volume by dollar 
or by poundage? 

The bill as enacted would compel every small employer desirous of preserving 
his exemption to resolve each of these questions correctly at his peril. We do 
not believe that this committee or the Congress could intend to condition exemp 
tion upon the assumption of such legal risks. 

By contrast, the language of the present section 13(a) (3) of the act is clear 
and is fully understood by the laundry industry. It deserves retention on this 
ground alone. 

There are additional grounds of objection to the treatment which H.R. 4488 
would apply to our industry. 

Proposed section 3(t) (3) would appear, on its surface, to exempt laundries 
which gross less than $250,000 annually. The appearance is misleading, how- 
ever, and for several reasons. 

First, the exemption applies to enterprises where one or more laundry estab- 
lishments are maintained, and the definition of the term “enterprise” in pro 
posed section 3(r) is so broad that it could result in denial of exemption to a 
laundryowner because of his own outside business activities or those of mem- 
bers of his family. 

Second, proposed subsection (t) to section 3 contains a catchall subparagraph 
7, which would blanket under the act— 

“Any enterprise where such employer has one or more employees engaged in 

commerce or in the production of goods for commerce if the annual gross vol 
ume of sales of such enterprise is not less than $50,000.” 
Most laundries have at least one employee who regularly crosses State lines 
while working, or who uses the mails or the telephone or telegraph to order 
supplies from outside the State, or who receives, or keeps records concerning, 
supplies from outside the State. Thus, the $50,000 annual sales test of sub 
paragraph 7 would in most instances supersede, as the effective sales volume 
test for application of the act, the $250,000 test written into subparagraph 3 
specifically for laundries. 

Third, whatever the annual sales of the enterprise, exemption would be lost 
under proposed section 3(t) (3) if 15 percent of the enterprise’s services wer 
rendered to mining, manufacturing, transportation, commercial, or communica 
tions businesses. As we have noted, the Administrator took the position prior 
to 1949 that laundry sales to customers such as doctors, dentists, restaurants, 
churches, private schools and boarding houses were nonexempt because they 
were commercial. Thus, the inclusion of the word “commercial” in the pre 
posed section 3(t) (3) would no doubt again result in the denial of exemption 
to such sales. The small-town laundry must service this type of customer, how 
ever; it cannot survive otherwise. Moreover, such sales will usually constitute 
more than 15 percent of the small-town launderer’s gross volume—-particularl 
if gross volume is to be measured in either dollars or pounds. (The act is silent 
as tothe meaning of gross volume, thus, apparently leaving it to the discretio 
of the Administrator to apply either a dollar or poundage criterion. ) 

Fourth, in view of the definition of “activity affecting commerce” containel 
in section 3(s), all of the bill’s general exemptions would be continually subject 
to challenge on the ground that the allegedly exempt enterprise competed with 
a nonexempt one or that payment by the exempt employer of wages below the 
Federal minimum tended to burden or obstruct commerce. As we have pre 
viously noted, these standards when applied to the laundry industry, are % 
vague and uncertain as to permit application of the act to virtually any laundry, 
in the sole and unfettered discretion of the Administrator. 
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Indeed, should the bill be enacted the only class of laundries which would 
remain clearly exempt from the act would be the so-called mom and pop shops 
for which a specific exemption is set forth in a savings proviso to section 3(t) ; 
and even here, the exemption for the mom and pop shop is so narrowly drawn 
as to be largely self-defeating.* 

In the light of these sweeping coverage proposals it is, to say the least, dis- 
ingenuous for those who have testified in support of the bill to maintain, as 
they have, that it would not extend the act to genuinely small merchants or 
service companies. Moreover, provisions such as those previously discussed 
herein cannot be justified, as has been attempted by their advocates, on the 
basis of the need for extending FLSA coverage to employees of giant retail 
chains. However flexible one’s definition of a giant retail chain may be, it 
can scarcely be stretched to include the small-town laundry which happens to 
derive more than 15 percent of its gross revenue from the local restaurant, or 
barbershop, or doctor, or dentist. 

As to laundries, at least H.R. 4488 will have its heaviest impact on the small 
independent employer, and not on chains of any kind. Indeed, chains are vir- 
tually unknown to the laundry industry which is characterized by a great num- 
ber of locally owned neighborhood businesses. 

As we have pointed out in earlier portions of this statement these small 
businessmen are for various reasons unable to pass on cost increases to their 
customers. Attempts to do so invaribly result in loss of sales and reduction in 
employment. 


COMMENTS RE H.R, 7490 


We have directed our remarks primarily to H.R. 4488 because of our under- 
standing that that bill is receiving the committee’s most serious considera- 
tion. 

We are also opposed, however, to H.R. 7490—the administration bill—but for 
different reasons. 

That bill would preserve the present laundry industry exemption, in part, 
but would make it inapplicable to enterprises, including laundries, employing 
100 persons or more. Our objections to this approach are that it is discrim- 
inatory and that, as applied to our industry, it rests upon a false assumption. 

It is discriminatory because, by making coverage depend on the number of 
employees, it would split our industry and place certain companies at an in- 
surmountable competitive disadvantage. The laundry with 101 employees 
would be compelled to pay the Federal minimum and to comply with the act’s 
overtime provisions while its competitor of substantially the same size would 
be exempt.* 

It rests upon a false assumption because it is, no doubt, intended to reach 
the larger and presumably more prosperous local businessmen who might be 
expected to be best able to pay the Federal minimum. In fact, however, it 
is the laundry with the larger number of employees which has suffered most 
heavily from the gradual loss of sales by our industry. The trend, as we 
have pointed out, is toward smaller, neighborhood units. See table I at page 
3of this statement. Hence, by artificially raising the labor costs of the larger 
employing units in the laundry industry, H.R. 7490 would only serve to ac- 
celerate the elimination of those units. Again, we emphasize that such a re- 
sult disregards one of the principal objectives of the FLSA. 


CONCLUSION 


Admittedly, the laundry industry is a low-wage industry, but it is also a low- 
profit one. The industry is a victim of the peculiar economic circumstance that 
it furnishes a service for the housewife which she can provide for herself. As 
4 consequence, there is a definite limit on what she is willing to pay for the 
service that the industry renders. When that limit is exceeded, she substitutes 
her own machine and loss of sales result for the laundry, and loss of employ- 
hent for the industry’s workers. 





*It is limited to shops in which the only employees are the owner, his parents, wife. or 
auld. boa the employment of a brother or sister or in-law would automatically defeat 

@ exemption. 

‘This argument is equally applicable to the dollar volume tests of H.R. 4488 to the 
cet: those tests would actually be effective rather than the other and broader 
ests of that bill. 
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In some industries, increases in labor costs can be absorbed by mechanization, 
That is not possible for the laundry owner whom we represent. They are 
mechanized to the full extent that the laundering process permits but that 
process requires an irreducible minimum of human labor. In some industries 
the employer can evade increases in labor costs by removing his plant to a low 
wage area. This, again, is impossible for laundryowners who are tied unalter- 
ably to the locality which they service. 

In the laundry industry if the cost of labor is forced up, the price of the 
service rendered must go up. The inescapable results will be loss of sales 
volume for the owners and unemployment for laundry workers. No amount of 
well-intentioned humanitarianism can offset these harsh economic facts. 

We urge this committee to preserve intact the laundry exemption from the 
FLSA as contained in the present section 13(a) (3). 


ExuHrsit No. 1 


THE INDUSTRIAL COMMISSION OF UTAH, 
Salt Lake City, Utah, May 1, 1959. 
Senator FRANK BE. Moss, 
U.S. Senate, 
Washington, D.C. 

Dear SENATOR Moss: I have a copy of S. 1046, a bill to amend the Fair Labor 
Standards Act of 1938. 

The Industrial Commission of Utah and Utah Labor Relations Board has al- 
ways opposed encroachment of the Federal Government in State affairs unless 
the States are unable to handle the problem. 

Any minium wage scale that is statewide and all inclusive is not only discrim- 
inatory but also oppressive. You surely can understand the situation of a mer- 
chant in New Harmony, Enterprise, Myton, Duchesse, Cormish, Newton, etc. 

The provision regarding laundries is asinine. Minimum wage based upon 
volume would affect only a handful of laundries and give the overwhelming 
majority a decided price advantage. This is true of other Utah industries. 

Minimum wage laws were always deemed necessary to guarantee a decent 
standard of living. Volume has nothing to do with that concept. 

Our minimum wage law does not fix a uniform wage. Wages vary with 
locality. In every instance, we attempt to fix a wage that will give the em- 
ployee a decent standard of living. Salt Lake City wage is always more than 
the wage in Cosham, New Harmony, etc. 

The State legislature has always rejected a minimum wage law fixing the 
wage by volume or any other manner. The commission has full power to 
change the wage scale at any time it deems advisable. 

Our inspectors are convinced that no employee is required to subsist on a 
starvation wage or to work under substandard conditions. 

We are now negotiating with several industries in an effort to bring the 
minimum wage up to a dollar an hour during the coming year. 

One matter has been ignored or overlooked. In Utah, industries are employ: 
ing fewer high school and young college students because if they must pay 4 
dollar or more, they prefer to employ adults. 

We suggest that the Federal Government stay in its own field of interstate 
commerce as defined many years ago. 

Why does the author always write a bill that the common man cannot read 
or understand? 

Sincerely, 
THE INDUSTRIAL COMMISSION OF UTAH, 
By Orro A. Wirstne, Chairman. 


Exurstt No. 2 


PENNSYLVANIA LAUNDRYOWNERS ASSOCIATION, 
Philadelphia, Pa., May 20, 1959. 
Executive Boarp, AMERICAN INSTITUTE OF LAUNDERING, 
Joliet, Ill. 
GENTLEMEN : The enclosed resolution reflects the deep concern felt in Pennsyl 
vania over the proposed changes in the Federal minimum wage laws, because 
the removal of the present exemptions will: (1) Increase costs; (2) affect 
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straight-time hours of work irrespective of seasonal characteristics of the indus- 
try; (3) damage the financial status of many companies; (4) reduce job oppor- 
tunities; and (5) nullify extensive, costly, and considered efforts during 1958 
in the Commonwealth of Pennsylvania to arrive at a minimum wage level of 
15 cents, effective February 15, 1959, a level of 80 cents effective August 15, 1959. 

We sincerely hope that the American Institute of Laundering will use all pos- 
sible means toward effectuating recognition by the Federal legislators that mini- 
mum wages in our industry should continue to be exempted from Federal legis- 
lation and be left to regulation on the State level. 

Sincerely, 
Cuantry W. Davis, Secretary. 


Whereas of the 92 Pennsylvania family laundry plants that are members of 
the Pennsylvania Laundry Owners Association, a large number are also mem- 
bers of the American Institute of Laundering; and 

Whereas an additional number of Pennsylvania family laundry plants have 
justified nonmembership in the said association on the basis of membership in 
the American Institute of Laundering; and 

Whereas a great majority of the said family laundries, members of the Penn- 
sylvania Laundry Owners Association and/or American Institute of Laundering, 
are intensely interested in the status of minimum wage legislation on the State 
and national levels; and 

Whereas a great number of the said laundry owners cooperated substantially 
in time, information, and funds toward proper and adequate representation of 
the laundry owner’s position in the recent investigation of minimum wages in 
the Commonwealth of Pennsylvania, as conducted by the secretary of labor of 
the Commonwealth of Pennsylvania; and 

Whereas the threatened elimination of the exemption of laundry services from 
Federal minimum wage legislation will nullify the findings and orders of the 
secretary of labor of the Commonwealth of Pennsylvania, which became effective 
February 15, 1959; further, will affect detrimentally the precarious financial 
condition of the family laundries, which will be compelled to pass increased costs 
on to customers, that will result in further decline of volume and elimination 
of the existing narrow margin of profit; and further, will raise the level of the 
springboard used by labor unions in their wage demands in organized family 
laundry plants; and 

Whereas these proposed conditions will reduce the number of jobs and the 
hours of work available in the industry, thereby harming rather than benefiting 
the employees ; and 

Whereas the American Institute of Laundering is uniquely situated to express 
the sincere concerns of the industry as aforesaid and the sound reasons for the 
continuation of the exemption of the laundry service industry from the provi- 
sions of Federal minimum wage legislation : Now, therefore, be it 

Resolved, That the executive board of the Pennsylvania Laundry Owners 
Association, through its president and secretary, urge upon the executive board 
of the American Institute of Laundering, that there be spared no time, effort, 
or funds toward meeting the threatened elimination of the industry’s exemption 
from Federal minimum wage legislation ; and be it further 

Resolved, That a certified copy of this resolution be forwarded to the executive 
board of the American Institute of Laundering. 


PENNSYLVANIA LAUNDRY OWNERS ASSOCIATION, 
By Leo Y. SuHaptro, President, 
Attest: CHANTRY W. Davis, Secretary. 


I, Chantry W. Davis, executive secretary of the Pennsylvania Laundry Own- 
ers Association, hereby certify that the foregoing resolution was unanimously 
passed by the executive board of the Pennsylvania Laundry Owners Associa- 
tion at a special meeting held May 8, 1959, at the offices of the association in 
Philadelphia, Pa., and is duly signed by the president and attested by the said 
secretary. 

PENNSYLVANIA LAUNDRY OWNERS ASSOCIATION, 

[SEAL] By CHANTRY W. Davis, Secretary. 
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STATEMENT OF FRED W. McBRIEN, PRESIDENT, HOLLAND LAUN- 
DRY, PHILADELPHIA, PA.; ACCOMPANIED BY HAROLD K. HOWE, 
MANAGER, WASHINGTON OFFICE, AMERICAN INSTITUTE OF 
LAUNDERING; AND JEROME POWELL, OF GALL, LANE & HOWE, 
WASHINGTON COUNSEL 


Mr. McBrien. Mr. Chairman and members of the subcommittee, 
my name is Fred W. McBrien, and I am president of the Holland 
Laundry in Philadelphia. 

I appear before your committee today on behalf of the membership 
of the American Institute of Laundering in opposition to H.R. 4488 
and H.R. 7490, and all similar and comparable bills. 

With me today is Mr. Harold K. Howe, manager of the Washington 
office of the American Institute of Laundering, and Mr. Jerome 
Powell, of Gall, Lane, & Howe, our Washington counsel, to assist in 
answering any questions the members of the committee may have. 

My company is a member of the American Institute of Laundering 
which has been the national trade association for the power laundry 
industry since 1883 with members in every State in the Union, 9 prov- 
inces of Canada, and over 40 foreign countries. 

The institute has prepared a detailed, thoughtful, and factual state 
ment concerning the effects of proposals before your committee upon 
the laundry industry, but it is quite long. Therefore, with the com- 
mitte’s permission, I should like to point out certain highlights of the 
attached statement and ask that the entire AIL statement be incor- 
porated in the records of this hearing for the committee’s careful 
consideration. 

It has been my privilege to appear before this committee previously 
as a witness on proposed Fair Labor Standards Act amendments in 
1949 and 1957. 

As past president and director of the American Institute of Laun- 
dering, and presently chairman of its national legislative committee, 
the proposed amendments to the Federal minimum wage and hour 
law are of deep concern to me. 

Moreover, as a member of the recent Minimum Wage Board of the 
Commonwealth of Pennsylvania, which considered proper minimum 
wage rates for laundry and drycleaning occupations in the Common- 
wealth, I have had an even closer identification with this problem. 

We are here to ask your committee to reject all proposals which 
would result in increasing labor costs in power laundries by artificial 
and statutory means and specifically to urge you not to change the 
laundry and drycleaning establishment exemption as presently written 
in section 13(a) (3) of the Fair Labor Standards Act, as amended. 

The present exemption enacted in 1949 has worked well in our in- 
dustry. It has not exempted every plant, nor was it intended to 
exempt those plants which are substantially engaged in interstate 
commerce, or those plants which to a large degree serve the obvious 
instrumentalities of interstate commerce, such as transportation com- 
panies and manufacturing concerns. 

This exemption has provided no impediment to labor-management 
relations negotiations, nor has it affected local trading-area, group- 
bargaining procedures which have worked so well for years. 
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Moreover, the exemption language has in no way obstructed the 
rights of workers to organize. 

It has permitted an industry to exist which provides a needful and 
healthful service to housewives at an acceptable and reasonable cost 
and, at the same time, provide employment for 216,000 workers, many 
of whom are unskilled and older workers not readily employable in 
the skilled jobs of manufacturing plants. 

First and foremost, I respectfully call your attention to the nature 
of the laundry business as described on pages 1 and 2 of the AIL 
statement, particularly : 

1. The local character of our business. 

2. The extremely narrow area of competition between laundries 
only in their local areas. - 

3. The fact that laundries do not inject goods into the stream of 
interstate commerce. 

4, The unusual situation that the laundries’ principal competition 
is their own best customer, the housewife. 

5. The fact that laundries perform services for their customers 
which those very customers can readily do for themselves, which nec- 
esarily acts to keep prices for our services at an extremely low level. 

We, in fact, have automatic. price control already built into our in- 
dustry to a greater extent than any other industry. 

From the statistical data given on page 3, please note these cold, 
hard facts: 

1. The average size laundry plant is growing smaller; the average 
number of employees is decreasing, and the volume in pounds has been 
decreasing. 

2. In the 10-year period, 1948 through 1958: 

(a) The industry’s gross dollar receipts have increased only 22 
percent, while the average annual income of its workers has in- 
creased 45 percent ; and 

(6) Laundry workers have suffered a loss of almost 42,000 jobs 
in the industry, a decrease of 16 percent. 

Mr. Chairman, the laundry industry is almost unique in its ex- 
tremely high percentage of labor costs with 62 to 66 cents out of every 
ales dollar going right back into wages and salaries in our plants. 

At the same time, laundries have an extremely small margin of 
profit averaging from 3.41 percent to 4.33 percent of the sales dollar, 
before Federal income taxes. 

Next, Mr. Chairman, may I point out certain fundamental economic 
facts which apply to business generally, but in a particularly harsh 
way to the laundry industry. Those facts, discussed on pages 8 and 
dof the AIL statement, are as follows: 

1. Any increase in the Federal statutory minimum wage, whether 
by changes in the rate, or by removing exemptions and expanding 
overage, sets a pattern for increases in every job classification 
throughout the ladder of wage differentials and encourages workers 
to demand such increases, without considering questions of produc- 
tivity of the economics of the individual plant or local labor condi- 
tions. 

2. In the laundry industry, labor cost increases cannot. be absorbed. 
tither out of profit or by further automation, so prices to the housewife 
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must be raised, which, in turn, have historically resulted in reduced 
volume and loss of jobs to workers. 

Gentlemen, of very deep concern to our industry is the loss of jobs 
and job opportunities for laundry workers. This loss of some 42,000 
jobs in the last 10 years should be of particular concern to the members 
of this committee and to Congress as a whole. 

Therefore, may I commend to your thoughtful and careful study 
pages 12-15 of the AIL statement. 

The laundry 1 mage’ is a low-wage-level industry, but not by 
choice of the laundry plant owner. Mrs. Housewife will pay just so 
much for her laundry Pundle each week and if the price gets too high, 
she quits sending the bundle out and does it herself. 

So the laundry industry, if it exists at all, must provide its services 
at a price satisfactory to Mrs. Housewife. 

Here is a real opportunity for American businessman’s energy and 
“1 paws to supply a necessary service and, at the same time, provide 
job opportunities, now reduced to only 216,000, for men and women 
who, incidentally, collect in wages and salaries about two-thirds of 
Mrs. Housewife’s laundry dollars. 

The jobs in laundries for men pay wages comparable with similar 
skills in all other local industries. The women’s wages are at a lower 
level, but here the laundry industry does a real community service 
by providing job opportunities for the supplemental income workers 
of the family, marginal and part-time workers, and many others. 

But, naturally, local wage levels vary tremendously across a nation 
as vast and complex as ours, so a single national minimum wage is 
totally unrealistic for our industry. Such labor standards should 
be left to the individual States a where necessary. 

Please note carefully the discussion of the wage levels in the AIL 
statement on pages 15-19. It is quite revealing, I believe, to know 
that the economics of the laundry industry are such that where years 
of unionization of workers exist, union leaders and the workers them- 
selves have approved contracts and have existing contracts at mini- 
mum wage rates considerably lower than the present Federal statutory 
$1 per hour. 

This, itself, should indicate to members of this committee that the 
economics of the laundry industry require for the good of the workers, 
the housewife, and the laundry plants that the present exemption in 
section 13(a)(3) for the laundry and drycleaning industry remain 
in the Fair Labor Standards Act intact precisely as it reads today. 

Now, Mr. Chairman, I would like to take just a few moments to 
discuss conditions of the industry in Philadelphia where my busi 
ness is located and some of the highlights of the Pennsylvania Mini- 
mum Wage Board hearings and findings in order to shed more light 
on this problem. 

Back in 1941 we had 89 power laundries in the Philadelphia area, 
employing 5,500 workers. 

Today, in 1960, only 30 of those laundries are left; 50 plants have 
closed, employing close to 3,000 workers, leaving only slightly over 
2,500 jobs in the laundry industry in Philadelphia. 4 

In the Pittsburgh area there have been 14 laundry or drycleaning 

lants go out of business in the past 8 years resulting in a loss of 551 
jobs for laundry workers. 
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In Philadelphia we have negotiated with our workers’ union rep- 
resentatives on an areawide group basis, and I might say here that 
I have been on the negotiating committee ever since our first unioniza- 
tion in 1937. 

I have been a member of the negotiating committee for the industry 
since that time. It has been my experience that whenever the Federal 
minimum wage rate has been raised the union representatives have 
felt compelled to get even more for their members, if only to demon- 
strate that they are on the job and effective. And this applies not 
only to the minimum rate workers, but to all job classifications all 
the way up the line. 

In 21 years in Philadelphia, there has not been a single one of the in- 
dustry wide increases granted that was not straight across the board— 
that means that every employee got the same increase all the way up 
and down the line; that is the same increase was given to all employees. 

Whenever wages go up, prices must inevitably be raised in our 
industry, and then Mrs. Housewife sends fewer pieces in her weekly 
bundle to keep her laundry bill within her weekly budget. This re- 
sults in loss of volume in pounds and ultimately loss of jobs in the 
plant. Even a price increase resulting from the recent 4 percent sales 
tax in Pennsylvania is noticed by Mrs. Housewife and very shortly 
our per bundle average price was right back where it was before the 
sales tax became applicable. This is an interesting thing. We have 
| service that does 3,300 bundles a week that average $3.31. The 4 
percent sales tag brought that up to $3.45. 

Inside of 5 months after the sales tax went into effect, the house- 
wife had brought the total cost of the bundle back down to $3.31. 
So we close 14 cents in revenue on every bundle. We lose tonnage 
and the employee loses working hours. That, I think, is quite notable. 

Another important point about the laundry industry is the ex- 
tremely small return on invested capital. To do $1 million worth 
of business a year requires about $800,000 worth of invested capital 
to earn an average of 3 percent to 4 percent of annual dollar sales, 
before Federal income taxes. This is an extremely small return on 
invested capital and probably explains why it is so difficult to attract 
outside investment funds into the laundry industry. 

Mr. Chairman, in the fall of 1958 the Secretary of Labor and In- 
dustry of the Commonwealth of Pennsylvania appointed a board of 
three public members, three industry members, and three union repre- 
sentatives to hold hearings and recommend a suitable minimum wage 
eso the laundry and drycleaning occupations within the Common- 
wealth. 

In spite of the fact that a board for the retail industry had shortly 
before recommended a statewide minimum of $1 per hour, the laundry 
ind drycleaning board, recognizing the conditions in the industry, 
by a seven to two vote, recommended a minimum rate of 75 cents per 
hour for experienced employees effetcive February 15, 1959, through 
August 14, 1959, and an 80-cent per hour rate August 15, 1959, and 
thereafter. 

Learners’ rates were set at 5 cents per hour lower. 

Secretary Batt accepted the recommendation and issued his mini- 
hum wage order No. 2 on January 14, 1959, at the rates shown above. 


55097—60—pt. 3———3 
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I do not want you to think that this represents every plant in the 
State of Pennsylvania, but this represents a very fair minimum for 
all the plants in Pennsylvania. 

We have even in a local area like Pennsylvania, conditions that vary 
a great deal. You take in the Strasburg area where a plant goes from 
a volume of $2,500 a week in the wintertime to a volume of $14,000 
and $16,000 in the summertime, they have to recruit workers which 
are costly college people that are out on vacations and are unskilled, so 
they have a real problem as far as the minimum wage is concerned, 

he public members of the board seemed much concerned lest any 
extensive increase would cost the less efficient and handicapped work- 
ers their jobs. And one of the two dissenting union board members 
felt that the ultimate rate should have been 85 cents rather than 80 
cents an hour as approved by board majority. 

Considering that Pennsylvania is a highly industrialized northern 
State where workers have to a substantial degree enjoyed the benefits 
of union organization and representation, we feel that the recent mini- 
mum wage eee action in Pennsylvania dramatically emphasizes the 
inequity and hazard for the Congress of the United States attempting 
to establish a national minimum wage rate in strictly local service 
businesses and absolute vital necessity of retaining intact the present 
exemption for laundry and drycleaning establishments in section 
13(a) (3) of the Fair Labor Standards Act of 1938, as amended. 

To substantiate this point further, we respectfully invite the com- 
mittee’s attention to exhibit No. 1 in the AIL statement, which isa 
letter to Senator Frank E. Moss of Utah, from Honorable Otta 
A. Wirsing, chairman, Industrial Commission of Utah, on this very 
subject. 

One further point and I will conclude—the trend in the laundry 
industry is apparently directly opposite to the trends in most other 
industries in that the smaller plants, and here, again, is something that 
has just crept into our business in a very substantial way: we have 
in Philadelphia at the present time now 300 coin laundries that em- 
ploy no labor whatsoever. They are unattended. 

A certain portion of the business has gone from the commercial 
plants into those particular plants. 

I think, Congressman Roosevelt, in your State Los Angeles is par- 
ticularly noted for the large number of coin plants that are there. 
They are open 24 hours a day. They are unattended, and they have 
had quite an effect on the business. 

Mr. Roosevetr. Nearly every apartment house has one. 

Mr. McBrien. And nearly every apartment house has one, too. 

I would like to give you a few figures that I just took off. I would 
like to give you a few figures that I took off just before I came down 
here from Philadelphia about our own plant. When I have you some 
of the figures on our own plant and the wages we are paying please 
don’t misunderstand me. We are paying wages above the dollar that 
is suggested, but there are many, many, many and far in excess plants 
that can’t do it because of their local conditions. 

In our own particular plant we have a very unique situation. Year 
ago Mrs. McBrien and I decided that satisfactory supervisory help 
was going to be short later on so we manufactured our own. 
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We have four sons now in>the,\business, with; me,) whichis. a, tre- 
mendous advantage. They are-intensely interested ;in, maintaining 
age | standards, developing yolume and. in, cost, reduction, ..05. (4!) 

And despite this condition, these are ithe, figures, of the last.4 weeks\in 
the period, in April, as against the same. period last year:, |... Pg 

e had in 1954 165 productive workers... Those are,the people ac; 
tively engaged in processing. 9 “110% 

Today, during the same period, we have 141, which. is.a decrease of 
14.54 percent, va ; fur ; 

We handled during that period in 1954, 575,207 pieces; this is laun-; 
dry. This does not include our drycleaning. Our drycleaning haga 
comparable picture. - , 

In 1960, 31.219. Our employees in 1954 had 26,568 working hours, 
In 1960, 20,526, or a decrease,of 22.74 percent. , 

Our laundry volume in 1954 during that period was $87,500. -In 
1960, $96,847, or an increase of 11.31 percent. 

The average rate per hour paid to our employees during 1954 was 
$1.01. The average rate per one paid to our employees during the 
previous 4 weeks was $1.398, or an increase of 38,51 percent, 

The average production per hour in 1954 was $3.27, and in 1960, 
$4.71, which is an increase of 44.1 percent. 

The average revenue per piece in 1951 was $0.1512 as against $0.1872, 
or a price increase of 23.8 percent, even though we had a wage increase 
of 3814 percent. 

Our productive labor in 1954 was 30.84 percent;/that, is the people 
who actually work on processing., It does not. include office; maim- 
tenance, collection, delivery, distribution to stores, anything of, that 
sort. That was 30,84 percent,and today itis 29.63, | , i{ 

We haye a considerable saving in there, 3.92 percent. 

The union mmimum in 1954 was. 74, cents, The union minimum 
today is $1.01, or an increase of 3644, percent. 

Our average hourly rate was increased 3814 percent. 

In order, to meet this increase, we have had to—well, one of the 
important things is we had to go in the bucket, or, in other words, we 
had to obligate ourselves for. a $100,000 of additional equipment which 
would enable us to increase our productivity per employee. 

So that load we still have, a large portion of that, load, with us. 

In order to meet this increase we have had _to increase, productivity 
16.35 percent and we increased prices 23.8. Asa result of the increase 
in price we have lost 10.08 percent, of the total pieces despite the fact 
that in the interim period we, purchased 9 percent additional volume, 
of a plant that was going out of business. hat 

e consequently now provide 22.74 percent less hours of employ- 
ment for our people;, ..., ° + as yd ; 
_Further price increases would substantially increase the rate of un- 
employment as the difference in home laundry cost. does not. accelerate. 
2 pipswonaehy-at Sigiltrgwene Lyell . 

We.respectfully request, the committee,to, reject,and all. changes pro- 
posed in the laundry and drycleaning establishment Pst aime oe 
ent] pbs 1 in the F Sm ee Standards Act, h farce ontuloy 
..We feel, that yon are,qn sound ground when you leaye the regulation 
of local intrastate operations, such as laundries, to the States to: handle. 
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We are confident that in your deliberations you will consider not 
only the characteristics of our industry, but will also evidence your 
deep concern for the plight of laundry workers in the serious loss of 
jobs and job opportunities in this industry. 

Mr. Chairman, I thank you and the committee members for your 
consideration and attention, and for the privilege of appearing before 
your committee. 

T would like to add one word. 

Again I would like to impress upon you that while our figures here 
are in excess of a dollar, this is not typical of the industry. There are 
many, many plants that are operating efficiently today at wages con- 
siderably below that and whose local conditions—take, for instance, 
you compare in the South where you can employ a washwoman for $2 
and $3 a day and up North it is $8 and carfare and two meals. 

So local conditions affect the situation tremendously. 

Thank you very much. 

Mr. Rooseverr. Thank you, Mr. McBrien. We are certainly glad 
to have you back before the committee again. 

I have just one question. You noted that all of the laundry in- 
dustry is not exempt under the present law. 

I had Mr. Young check it for me. I think presently, if not more 
than, 50 percent of your business is across State lines. Is that the 
exemption that you were referring to in your statement here on 
page 2? 

Mr. McBrten. Yes, that is right. 

Mr. Roosevert. How much of your business, or are there any types 
of laundries which one would perhaps call directly commercial laun- 
dries that deal with hotels and big restaurants and the railroads? 

Mr. McBrien. Yes, but most of those laundries today are under the 
Federal minimum. Our plant and the majority of the plants for 
which I speak, although I am speaking for those plants, too, because 
some may do all their business within the local area, but our plant is 
strictly a family plant. We do not do $1 worth of business across a 
State line. 

Mr. Roosrverr. However, would you not agree that there might be 
some question as to whether a laundry that was wholly in that type of 
business, in a commercial business, certainly that type of laundry is 
not subject to Mrs. Housewife as you have outlined in your statement 
here. 

Mr. McBrien. They are covered now. 

Mr. Roosrverr. You think they are completely covered ? 

Mr. McBrien. They are completely covered now under your pres 
ent. law. 

Mr. Roosrvett. Is that by application of the department. because, 
if their business was, for instance, was with a hotel and did not cross 
a State line, how would they be covered ? 

Mr. Howe. May I answer that ? 

In addition to the 50 percent across the State lines, Mr. Roose- 
velt, there is a requirement that if a plant does 25 percent of its 
volume, annual dollar volume, with an interstate entity, such as min- 
ing, manufacturing, transportation, or communications, then it loses 
the exemption. 
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The net result is that any plant that is doing most of its business 
commercially would fail to qualify for that 25 percent. 

Now, you pick out a hotel, a hotel is strictly a local operation, but 
most of the companies that are engaged in the business of supplying 
linens and things of that sort, that do business with commercial plants, 
do more than 25 percent of their business with the people who are 
listed in the present exemption, and they lose the exemption because of 
that. 

We took care of that way back in 1949. We don’t get out, for 
example, in Boston there are a number of plants that do nothing but 
just wait for the ships to come in and take care of the ship laundry 
and things of that sort. 

There are other laundries that do work for buslines, airlines, these 
little things that are on the back of your seat and all the other things. 
Those people specialize in that type of work. 

We did not try to get them out even in those days. 

You might have a condition in a local town, local community, 
where there is only one laundry and if there is a little restaurant and 
motel there, he cannot turn those people down; he has to do their 
work, 

So our business is so complex in the smaller communities, that is 
the smaller the community the more likelihood that a man would not 
be able to operate like Mr. McBrien has where he can restrict him- 
self to strictly household. 

Mr. Roosrvetr. Thank you very much. That is a point I wanted to 
get cleared up. 

(Discussion off the record.) 

Mr. McBrien. That was the reason way back in 1949 when we came 
up with this, After struggling for a great many months to come up 
with something that was equitable, we did not try to get those fellows 
out because they were instrumentalities of interstate commerce. 

So at the moment, they are covered. We are talking primarily about 
the local laundry that is not engaged primarily in doing business with 
industrial and communications people. We are talking drycleaning 
just as well because today 85 percent of all the laundry plants have 
drycleaning establishments. 

Mr. Denv. I think the difference is more in the location than it is 
in the laundry, itself. 

For instance, in my town we only have one laundry. In other 
words, it is laundry and drycleaning, but it has clean linens with it. 
You by some stretch of the imagination, they would clean some linens 
that go into a motel along the highway that maybe an interstate 
traveler is using and they could probably under some interpretation 
be called a laundry that does business in interstate commerce. 

Frankly, I do not think we have to worry about them too long. I 
understand they are going out of business pretty soon. 

_ But that particular laundry would be permitted to do 25 percent of 
its business in that purely localized clean linen, that is really what we 
are talking about. 

The only phase of their laundry that gets into the interstate busi- 
hess would be the clean linens they do for hotels, motels, and things 
like that, and this particular plant I think also has a couple of routes 
where they do overalls and things for the local industry. 
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29 believe they wre orpehizedy:T know they have the Laundry Work- 
ers Union there.!ought to'know:bdeause if I remember rightly I 
Was in a plant as-presidemt for 5 years. I was one of the 
hivkyorés thatpotout of itt) boywgne » 
ide nowses that there istooiniudh of!a problem in our handling this 
situation soifat ad the Jaundriesare‘voncerned because I have had a 
hood deal! oPexperience inthat partivular field and I happen to know 
that they do have a pretty well defined analysis of the question of 
interstete-inttanthte Basix Jit dow 
JuDnless'we Have dhoredyidence'to'the contrary, why, it looks to me 
ike that particular field is pretty:well covered in the present State of 
mine anyway, Pennsylvania, and it is set up—you are up to 90, are 
youlnot@iiitis: sued tol Ao of 
“Mir, MoBrien? |Bightyis- wo. t 
Mr. Dent. I know I was/calied in as a witness when you were try- 
ing to establish that-particular thing in Pennsylvania, too. I am sure 
ths committee is grateful for your ‘coming here. 
briA lso; for'giving' usa pretty good picture of the industry as a whole. 
(That isalkishave. vo!) spose 
Mr. Roosrvetr. Mr. Hiestand. 
+i Mr. Hiestann. Mr. .@hairman; I appreciate this statement. It has 
been very enlightening tome.» 
-( had: something ofa different picture in mind; particularly the 
problems we face as I understand it, are what you call production 
officers, not office workers or drivers. 
I presume drivers are organized under the Teamsters Union ? 
Mr. McBrien. Well, most production workers are in Pennsylvania, 
butinot over the‘country, or course. 
(Mr. Hiesranp. Over the country are not nonproduction workers 
pretty well above the minimum anyway ¢ 
Mr. McBrien. Yes, they compare very favorably with other lines 
ofindustry. 
‘Mr. Hiesranp. You are confining your problem, then, to produe- 
tion workers ?. 
o/Mr. McBrien: That is right. 
Mr. Hiestanp. That is, prices have to be raised because of your per- 
eéntage of labor cost ? 
Mr. McBrien. That is true. 
1oMr. Hiesranv: That immediately raises the point of diminishing 
réturns., 
2M: MeBrren. That is right. 
oJMriHiestanp. Your problem, as I get it, you are defending the 
éxdmption’ presently in the law of noninterstate workers. You op- 
Rose exterision of the coverage ? 
Mr:'McBrien. That is right. 
_ Mr. Hiestanp. How about the increase of rate in those already 
cbvéted ? 
9 ‘#id’ not gather anything in your statement about that. Would 
that severely cause unemployment if we were to increase from a dollar 
td“ai‘dollar and a quarter, the present coverage ? 
Mv. McBrien. I think it is mentioned in the statement here that 
a? increase in the Federal minimum would have its influence in any 
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community for all wages in that community. Therefore, it would 
affect our situation. 

Mr. Hrestanp. You oppose the rate increase for those already 
covered ? 

Mr. McBrien. Yes. I tell you a good illustration of that. It 
was when you went from 75 cents to a dollar minimum. 

Immediately the unions in all communities took advantage of that 
and asked for a corresponding increase in their union contracts. 

So it does influence—where you have the same labor market it in- 
fluences it all the way up the line. 

Mr. Hrestanp. Would you say that when that increase and if any 
other increase is negotiated and proposed, we might say that univer- 
sally increases would be all the way up the line? 

Mr. McBrien. Yes. 

Mr. Hiesranp. Nationally? 

Mr. McBrien. That is my opinion. 

Mr. Hiestanp. I think that is a rather important point. I dare- 
say you have heard Mr. Meany’s remark that any business that could 
not afford to pay a dollar and a quarter should go out of business or 
did you hear of that ? 

Mr. McBrien. I heard it, but I don’t say I heeded it particularly. 

Mr. Hresranp. You do not subscribe to it ? 

Mr. McBrien. I don’t subscribe to it. 

Mr. Hrestanp. Do you think there are very many members of your 
association who do? 

Mr. McBrien. No, not very many members of our association do 
subscribe to that. 

Mr. Hrestanp. Do you suppose any do? 

Mr. McBrien. No. 

I will make a pointblank “No.” Frankly, here is another point 
along the lines you are making there now: 

While other plants in Philadelphia, a lot of them, have gone out and 
there are still some very fine plants in Philadelphia, but one reason we 
have been able to exist is because we have put incentive plans in every 
single department in the plant. 

Now, in the center plant it is only effective when a worker can earn 
20 percent above their base. It is not worth a damn if they cannot 
earn 20 percent above that base. 

If the base is too high, then the incentive is removed because you 
have to adjust your incentive rates to the point where it is not effective 
any more. 

Now, we have reached a dollar thirty-nine cents average amongst 
these employees with incentive rates, but we have done it by going into 
the bucket for an awful lot of money. 

We believe in the long run that we may come out, but we have 
reached the pinnacle of prices as far as we are concerned. 

When we went from a 30 to a 31-cent shirt, we lost a thousand shirts 
that year. 

Mr. Hiestanp. Mr. McBrien, this is a rather difficult. question to 
answer, but in a general way about what proportion of those people, 
the production workers, now being paid less than a dollar, shall we 
say, could earn more money in other industries ? 
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Mr. McBrien. The only way I can answer that is in our Pennsyl- 
vania Minimum Wage Board hearings, we produced records there of 
so-called handicapped. They are not actually handicapped and they 
are not inefficient, but they just don’t have the ability to increase their 
efficiency. 

Now, those people would be dropped out of the picture. 

Mr. Hiestanp. They would be out of jobs? 

Mr. McBrien. They would be out of jobs because you could not 
afford to keep that type of employee. 

Another important thing that came out in our Pennsylvania mini- 
mum wage is that better than 60 percent of our women employed in 
our plants, their income is a supplemental income, it is not a basic 
income of the family. There is someone else in the family who is 
working and this is a supplemental income to it. 

Mr. Hiestanp. Of the people now being employed, at less than a 
dollar, about what percentage of them might lose their jobs if we 
raised the rate and repealed the exemption ? 

Mr. McBrien. I would have to hazard a guess at that, but it would 
be quite a heavy loss. 

Mr. Hiestanp. Would you say 33 percent ? 

Mr. McBrien. I think that would be high. 

Mr. Hiestanp. Twenty-five percent ? 

Mr. McBrien. Twenty percent, maybe. 

Mr. Hresranp. Thank you very much. 

Mr. Roosrvert. Mr. Pucinski. 

Mr. Pucrysxt. Mr. McBrien, you may have covered this earlier, but 
when your industry became covered by the Pennsylvania law, what 
was the loss of pa Hho at that time? 

Mr. McBrien. I don’t have any figures on that. 

Mr. Puctnskr. You hazarded a guess as to how many people would 
lose work if this law were passed. I wonder if you would be good 
enough to hazard a guess as to what percentage of your labor force 
had to be eliminated when your industry became covered by the Penn- 
sylvania law? 

Mr. McBrien. I would say this: that in industrial centers very 
little, but in the suburban centers and those plants that are located near 
State lines, where they had cheaper competition coming in there, I 
know that some of those plants suffered very badly. 

Mr. Pucrysxi. The reason I ask you this question is so frequently 
I hear witnesses here tell us of the dire results that will ensue if this 
legislation is passed and yet when we see what happened to them in 
the respective States where similar legislation has oan passed at the 
State level, these predictions do not seem to be borne out. 

Mr. McBrien. I don’t think you will find me making any predic 
tion of that sort, because I would only have to hazard a guess, but! 
think we arrived in Pennsylvania at a fair minimum wage that safe 
guarded an awful lot of those employees. 

If it had gone above that, it would have been a serious matter 
throughout the State. 

Mr. Puctnsxi. What do you think would be a fair minimum for 
your particular industry ? 

Mr. McBrien. I would—— 
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Mr. Puctnsk1. You understand when we pass a bill it applies to all 
50 States, you might have in Pennsylvania a very fine standard. 

As a matter of fact, many of these northern industrial States have 
relatively high standards and would be not affected to a great extent, 
by this legislation, but in the laundry industry what do you think 
would be a fair minimum wage? 

Mr. McBrien. I don’t believe you could get a fair minimum wage 
in the laundry industry that would hold true nationally. 

As I pointed out, before you came in, Congressman, I pointed out 
in some sections of the nee you can hire a washwoman for $214 
a day. In other sections of the country it is $8 a day plus carfare 
and two meals, and soon. All those are basic. 

Mr. Pucrnsx1. You, of course, know what that woman, that can 
only make $2%% in some sections ultimately does. She comes to Chi- 
cago and to Philadelphia and New York and to Buffalo and to Pitts- 
burgh and to Detroit. 

As a result, we are getting some 2,000 migrant workers a week in 
a city like Chicago that sooner or later we have to absorb in some 
way, either through relief or some other manner, simply because 
these people do not have an adequate remuneration in their own 
environment. 

This is, of course, what we are trying to do with this legislation. 

Now, would you agree that that principle is a sound one to follow? 

Mr. McBrien. I am not championing lower wages. 

Mr. Pucrtnsxt. I did not think you were. 

Mr. McBrien. I am not championing low wages by a long shot, 
but I do love to be practical. 

I was president of our national association for 2 years, a director 
for 8, and I was in every State in the Union and talked to people in 
all lines of industry and I know the hardship it would work on these 
people. 

I would not want to hazard a guess; no. 

Mr. Puctnsx1. Would you have any specific suggestion then on how 
we can write this law to, in your instance where perhaps you are at 
arelatively high level, where we would not hurt people like yourself, 
but yet bring up the general standards? 

In some sections it is my understanding that they pay as little as 27 
cents an hour in the laundry industry. 

Mr. McBrien. I doubt that, Congressman. 

Mr. Puctnsxkt. This is the information that was given to me. 

Mr. McBrien. I doubt that. I think it is something for the indi- 
vidual to work out amongst themselves as we worked it out in Penn- 
sylvania. 

Mr. Puctnsxt. The fact remains, Mr. McBrien, that the States have 
hot worked it out and will not work it out. 

Mr. McBrien. They are, though. You have to be a little patient 
With them. 

Mr. Puctnski. Your State may have tried to work it out, but for 
every one of your States there are several States that refuse to try to 
work this thing out. 

Mr. McBrien. Maryland will probably go along very shortly. I 
think you have to give it a little time. 
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Mr. Puctnsxt. I think you have a very serious problem in the laun- 
dry industry. I certainly want to be most sympathetic to your prob- 
lems. I do not think any member of this committee, at least I speak 
for myself, but I am reasonably certain that no one here wants to 
deliberately affect your industry to the extent that it may be threatened, 
I do not want to do that. 

The fact remains that we do have a problem of certain areas of the 
country paying scandalously low wages. I would be most grateful 
if you would come in here with some suggestion as to language that 
would indeed protect those laundry operators with a conscience who 
are paying a decent wage and still be able to bring up the wa 
structure of those areas where apparently the worker is tremendously 
angered. 

f you can give me a suggestion, I would really welcome it. 

Mr. McBrien. I think it is going to come through natural sequence. 
I think that those local areas—there is not any laundryman that pays 
a low wage through choice. He pays it because of local competition 
and local conditions, but when those local conditions improve, he is 
delighted to increase his wages. 

Mr. Puctnsxr. The record does not bear that out, Mr. McBrien. 

Before the 24-hour laundrymat came in this same wage structure 
existed in that industry. I know you have been beset with some 
modern problems in the last few years, but the fact remains, and I 
think you will agree with me, that this industry traditionally has 
underpaid its workers in some areas of the country. 

Mr. Dent. Mr. Pucinski, it might be enlightening for everyone to 
know that we passed the first minimum wage law, I believe, in 1938. 
I believe it was 25 cents an hour. Yet I could name one State today 
that has a minimum wage law still on the books at 15 cents an hour. 

You see, those are the kinds of things that drive the appeals and 
petitions to be made to Congress. It is not a State that tries to look 
forward; that tries to do something in its own area, but these States 
will not move, will not make any attempt to stay in the bloodstream 
of the American economic life and therefore, you fellows who come 
from States who are trying to raise your standards find yourselves 
penalized because other States will not do it. 

You say in time it will come. And we haveto have patience. From 
1938 to 1960 is pretty much a lifetime of patience. 

A whole generation has grown up. Those are the reasons that fel- 
lows like you find yourselves in the position you find yourself in here. 

In the State of Arkansas I understand they still have a 15-cent 
wage, minimum wage law. 

Mr. Puctnsxt. I would be very grateful to you if you would takea 
look at 4488. Certainly it appears that we are going to pass some 
legislation in this Congress. The President has told us that he is 
going to call us back into session if we do not deal with this problem. 

So you obviously are going to have some legislation. | 

I would be grateful if people like yourself, who know the hazards 
of your peculiar industry, would come in here with some specific sug: 
gestions dealing with this legislation on how we can resolve this 
dilemma, on the one hand taking into consideration the fact. that 
people like yourself do try to pay a reasonable salary and on the 
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other hand, bring up the standards of the rest of the country where 
they do not follow your very laudable practice. 

This is the spot we are in. Since you are in that industry I would 
be most grateful if you would send in some language which would 
accomplish these two things without impairing your own operations 
too severely. 

Do you think you can do that? 

Mr. McBrien. I will be very glad to look it over, but I think it is 
an insurmountable problem. Honestly I do. 

Mr. Puctnsxk1. It is a problem that we Congressmen have. If your 
industry does not help us, then do not be surprised if you get some- 
thing you do not understand. 

This is something we should work on together. 

Mr. McBrien. I will be very glad to work with you. 

Mr. Roosrvetr. I do not want to hurry you, but we do have a lot of 
witnesses. I want to thank you, Mr, McBrien, and the gentleman with 
you, for your presentation today. 

Mr. McBrien. Thank you very much, Mr. Chairman. 

(The following letter was submitted by Mr. McBrien :) 


AMERICAN INSTITUTE OF LAUNDERING, 
Washington, D.C., May 17, 1960. 
Hon. Puri LANDRUM, 
Chairman, Labor Standards Subcommittee, House Committee on Education and 
Labor, Washington, D.C. 


Dear Mr. CHAIRMAN: On May 10, 1960, Mr. Fred W. McBrien appeared before 
the House Labor Standards Subcommittee on behalf of the American Institute 
of Laundering to oppose H.R. 4844 and other bills to amend the Fair Labor 
Standards Act. At the conclusion of Mr. McBrien’s testimony Congressman 
Pucinski pointed out that low wages prevailing in certain parts of the country 
result in a constant flow of migratory workers to higher wage areas such as 
Chicago and Philadelphia. Many of these people, of course, have difficulty in 
finding adequate employment opportunities in their new surroundings with the 
result that in many instances they become community charges. Mr. Pucinski 
suggested that the power laundry industry, for whom Mr. McBrien was the 
spokesman, and particularly that portion of it which pays wages comparable to 
those of other American industries, should offer a solution to this problem. Mr. 
Pucinski stated that he was personally aware of the economic difficulties which 
afflict the laundry industry and that neither he nor any other member of the 
committee had any purpose to impose further burdens upon our industry. How- 
ever, he felt that the problem of low wages in some areas where the States 
have taken little or no action to improve the situation has now become a problem 
for the Federal Congress to solve. 

Mr. McBrien pointed out that such economic changes take time and much 
Progress has been made in recent years and even greater progress could be 
expected in the next few years. To highlight Mr. McBrien’s statement may we 
submit the following information : 

In the U.S. Department of Labor’s Women’s Bureau Bulletin 267 on State 
minimum-wage laws and orders, page 22, there were listed only 15 jurisdictions, 
14 States and District of Columbia, having minimum wage orders covering 
laundry occupations as of July 1, 1958. Today, in the spring of 1960, less than 2 
years later, we find that for laundry occupations: 


States that have a minimum wage rate of $1 or more_____________________ 12 
States that have 75 to 99 cents (9 States and the District of Columbia)__-_ 10 
States that have a minimum rate under 75 cents 


pL RY BED Se Ee ee re Or, 31 


This reveals a total of 31 jurisdictions or more than twice those in existence 
less than 2 years before. Thus, today only 17 States have no minimum wage 
laws for laundry occupations and 3 other States have basic laws but no wage 
orders in effect. 
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This progress toward higher wages is further documented in the American 
Institute of Laundering basic statement on pages 20-21 revealing a 40 percent 
increase in earnings in the period from January 1950 to January 1960. This 
has resulted from the basic rate increases and incentives put into effect by 
management, by labor-management negotiations, and by the natural increase in 
each separate labor market’s level of wages in which laundry plant operators 
must compete for workers whether covered by the wage and hour law or not. 

We have set out in our statement on file with the committee the hard economic 
facts which make it impossible for the laundry owner to absorb increased costs 
imposed upon him by artificial increases in wage levels. These problems arise 
from the fact that the service which we render can be performed for herself by 
our best customer—the housewife, or secured by her from local day workers, 
It is for this reason that every price increase in our industry results in an imme- 
diate curtailment of sales volume and a loss of both profits for the operators 
and earnings opportunities for our employees. 

These economic peculiarities, which justify in our opinion the present exemp- 
tion of the power laundry industry from the FLSA, obviously do not have appli- 
cation to those launderers who derive a substantial part of their sales volume 
from industrial or interestate operations. This latter group, however, is already 
denied exemption by the proviso to section 13(a) (3) of the FLSA. We believe 
that the language of that section, with the existing proviso, strikes for the 
laundry industry as good a balance as can be found between the competing 
economic goals of an adequate minimum wage level and of full employment. 
This was our belief in 1949 when we cooperated with the Congress in developing 
the present compromise language of section 13(a) (3); it was the belief of the 
Congress at that time; and it has continued to be both our belief and the belief 
of every Congress which has reexamined the question during the intervening 11 
years. To the best of our knowledge, nothing has been introduced into the 
record before this committee to bring into question the soundness and fairness 
of the compromise language now embodied in section 13(a) (3). 

We renew our request that that section be retained without change. We also 
request that a copy of this letter be included in the record of the proceedings of 
the subcommittee. 

Respectfully yours, 
Haroip Howe, 
Manager, Washington Office. 


Mr. Roosrverr. The next witness before the committee this morni 
is the representative of Amalgamated Association of Street, Electri 
Railway, & Motor Coach Employees of America, John M. Elhott, the 
international president. 

Mr. Elliott, we are glad to have you before the committee, sir. We 
are unfortunately a little behind schedule. 

I wonder whether you could possibly condense your statement as 
much as possible before the committee. 

I, of course, do not want to hurry you too much, but do the best you 


can to help us out. 
Mr. Exsizorr. Thank you, Mr. Chairman, sir. 


STATEMENT OF JOHN M. ELLIOTT, INTERNATIONAL PRESIDENT, 
AMALGAMATED ASSOCIATION OF STREET, ELECTRIC RAILWAY, 
& MOTOR COACH EMPLOYEES OF AMERICA, AFL-CIO 


Mr. Exxiorr. I am John M. Elliott, international president, Amal- 
gamated Association of Street, Electric Railway, & Motor Coach 
Employees, AFL-CIO and with me I have our general counsel, Mr. 
Bernard Cushman, who will assist in the answering of any questions 
that the committee may have. 

Mr. Roosrvetr. We hare happy to have Mr. Cushman with us. 
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Mr. Exuiorr. Mr. Chairman, gentlemen of the committee, I have a 
statement here-which has been presented to your committee, but in 
the interest of time and in accordance with your request, I will only 
touch on a few of the highlights and would request that our full state- 
ment be made a part of the record, if you please. 

Mr. Roosevett. It will be included in full at this point in the record. 

(The statement referred to follows :) 


STATEMENT OF JOHN M. EL iott, INTERNATIONAL PRESIDENT, AMALGAMATED ASSO- 
CIATION OF STREET, ELECTRIC RAILWAY & MoTrorR COACH EMPLOYEES OF AMERICA, 
AFL-CIO 


The Amalgamated Association of Street, Electric Railway, & Motor Coach 
Employees of America is the dominent union in the field of transportation of 
passengers by motorbus, streetcar, trolley coach and electric railway. We sup- 
port the general position of the AFL-CIO concerning proposals to amend the 
Fair Labor Standards Act. We support H.R. 4488, the Roosevelt bill. We 
are here today, however, for a discussion limited to matters of particular con- 
cern to the employees this union represents. 

The Fair Labor Standards Act unjustly denies protection to a substantial 
and important group of workers; namely, the employees in the transit industry 
These employees have been unwarrantedly penalized because the Fair Labor 
Standards Act excludes them from its coverage although that act does afford 
protection to employees in American industry in general. We are asking for 
the removal of the exemption for the local transit industry in section 13(a) (9) 
and the limited exemption for the over-the-road transit industry in section 
13(b) (1) of the act. H.R. 4488 would eliminate those exemptions and would 
end the unjust discrimination against transit employees at once. We support 
that proposal. 

Employees in the transit industry have made important contributions to the 
national welfare. They have served the public and the country well in time 
of peace and in time of war. Their fellow workers in American industry, their 
friends and neighbors are on a 5-day, 40-hour week. It is more than 20 years 
ago now that many American industries went to the 40-hour week. This is a 
measure of the lag in progress which transit employees have had to endure. 
I say again, as President Spradling, our retired international president has 
said on other occasions in this connection, that the transit worker should be 
afforded the same opportunity for leisure-time enjoyment, for participation in 
family and social life and for the exercise of his responsibilities as a citizen 
and a member of the community that other workers in American industry are 
granted. 

The principle of the 40-hour week has a long history of endorsement and 
support by those who have a sincere interest in the promotion of the interests 
of America’s working men and women. The Fair Labor Standards Act has 
brought important benefits to American workers but not to transit workers, In- 
deed, some American industries such as the printing industry and the ladies’ 
garment industry have already established a workweek of less than 40 hours. 
The burden is, or should be, upon those who oppose the extension of the bene- 
fits of the act to transit employees. That burden cannot be met, and it seems 
tous that the time is long overdue for the Congress to remedy the inequities that 
were established at the time the law was passed. 

When the act was being considered by Congress more than 20 years ago, the 
transit industry argued that the application of the law to the local transit in- 
dustry presented difficulties because of the need to meet demands of service 
which are continuous and are heavily concentrated during rush-hour periods. 
Some employers took the position that the matter could be left to collective bar- 
gaining. These arguments as to the practicability of a 40-hour week in the 
transit industry are without merit. A 40-hour week has been established in a 
substantial portion of the industry. Transit systems in many cities of varying 
sizes, large, medium, and small are presently operating successfully under union 
agreements providing for a 40-hour week. 

When the representatives of the American Transit Association appeared before 
you on May 5, they themselves presented to you a partial list of unionized com- 
panies on a 40-hour week, and listed 118 transit companies as having such pro- 
Visions. Some examples of cities which have gone to a 40-hour week while main- 
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taining compensation for employees are Newark, N.J.; Boston, Mass.; Minne- 
apolis, Minn.; and Springfield, Mass. The experience of these cities as well ag 
that of many others has been one of successful operation under the 40-hour week. 
Nevertheless, in many cities employers continue to stubbornly and unreasonably 
oppose efforts by the employees to achieve the 40-hour week through collective 
bargaining. 

The claim by management that the further extension of the 40-hour week in 
this industry is impracticable is unsound. Whenever there are attempts made to 
improve the conditions of the workers in this industry, management normally 
makes a similar contention. History shows that such a claim was made when 
the employees suggested that they were entitled to vacations with pay. Many 
managements similarly found that suggestion impracticable. The fact is, how- 
ever, that workers who a quarter of a century ago never received a paid vacation 
have progressed to the point that in many instances they receive 4 weeks’ paid 
vacation. Industrial history shows that many improvements that management 
alleged were impossible are now established and recognized working conditions, 

The contention that scheduling problems in the transit industry make a 40- 
hour-week provision impracticable has been disproved by the history of the de 
velopment of the 8-hour day in the local transit industry. Basically, scheduling 
in the transit industry is a daily problem, not a weekly problem. The 8-hour day 
with overtime after 8 hours was strongly opposed by management when it was 
introduced in the same way that the introduction and the extension of the 40 
hour week is opposed by management today. Similar arguments were made to 
the effect that scheduling problems would make it impossible to establish an 8 
hour day without increases in costs so great as to render the conduct of the busi- 
ness unprofitable. Despite such claims, the 8-hour day was instituted through 
collective bargaining or aribitration in many cities and with a history of suc- 
cessful operation under such provisions. Management has resisted limitations 
on the spread of hours over which an employee may work with the same stale 
claim of impracticability. Nevertheless, the spread of hours has been progres- 
sively and successfully shortened. Industrial history demonstrates that manage 
ment’s claim of impracticability should be viewed with skepticism. 

The requirement of pay of time and one-half for all work in excess of 40 
hours is now virtually a standard working condition in American industry. 
It is the practice in communications and public utilities. It is the practice in 
continuous processing industries. It is a practice which is followed in many 
transportation industries such as airlines. The nonoperating employees on 
the railroads have such a provision. We think it inequitable that so many 
employees in the transit industry do not enjoy a 40-hour week while so many 
railroad and public utility employees do. 

I wish to turn now to some of the contentions made by the industry rep 
resentatives when they appeared before you last week. The representatives 
of the American Transit Association sought to leave with you the impression 
that the local divisions affiliated with this international union do not want 
a provision for overtime after 40 hours per week. We think we know some 
thing about what our local divisions and our membership want. We are advised 
that most of our local divisions which do not presently have a provision for 
overtime after 40 hours per week are eager to obtain such provisions. We 
know no way of resolving this conflict wherein the employers assert they know 
more about our divisions than we do except perhaps to conduct a poll of such 
local divisions by bringing them down here to testify before this committee. 
If this committee deems it important, we are prepared to ask our local division 
representatives to come before the committee. 

Mr. Malmer testified that the employees at Baton Rouge, La. refused to 
reduce their workweek when the employer desired a reduction in hours. 
Our union does not represent the employees at Baton Rouge, La. Mention 
was also made by Mr. Malmer of a reluctance on the part of the local division 
at Richmond to reduce their hours of work. It should be noted in that situa- 
tion that, in fact. a reduction in the hours of work was agreed upon. Moreover, 
we are advised that if the management had been willing to offer a wage it- 
crease sufficient to maintain take-home pay while reducing the hours to 49, 
our local division officials would have been more than willing to recommend 
a reduction to 40 hours per week. It is, of course, a basic trade union principle 
that take-home pay be maintained when hours of work are reduced. Over the 
years the hours of work in the transit industry have been reduced, and it is 
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the union which has normally been the moving party in obtaining those reduc- 
tions in hours. 

We have shown that many transit employers have successfully gone to the 
40-hour week. The American Transit Association says that such employers 
oppose being brought under the act because there are some allowances such 
as report and turn-in time that are not presently included in the base for over- 
time compensation, and that it would be unduly burdensome from a cost view- 
point if statutory overtime were required as to these elements of compensation. 
We dispute that contention. In the first place, other industries presently covered 
by the act often have similar activities such as certain periods of waiting time 
which are included in the base for overtime compensation. In the second 
place, we do have employers who do include worktime or allowance time in 
the base for overtime compensation and for a 40-hour week and operate suc- 
cessfully thereunder. We are thinking of, for example, the D.C. Transit System 
here in Washington. Section 25(e) (1) of their current contract provides: 

“(e) Overtime at the rate of time and one-half shall be paid: 

“(1) For all platform time plus report time, turn-in time, and travel time 
in excess of eight (8) hours on any one workday and in excess of forty (40) 
hours per week, provided that overtime worked in any one day shall not be 
counted again in computing overtime on the weekly basis; Provided, however, 
That late-ins of less than fifteen (15) minutes shall not be included for the 
purpose of this overtime computation.” 

The D.C. Transit System has certainly been a financial success for its owners. 

Another argument made by the American Transit Association is the poverty 
argument. We believe the argument of inability to pay has no relevance where 
a public utility is involved. Certainly, such an argument should have no rele 
vance where the issue is a substanadrd working condition. Surely in America 
today employees who are not paid overtime after 40 hours may fairly be said to 
work under a substandard working condition in that respect. Payment of 
overtime in accordance with accepted standards should be regarded as a cost of 
doing business just as much as is the purchase of buses, materials, or supplies. 

But our employers make the poverty argument in good times and in bad, 
and without relation to the facts. It is probably true that in all industries which 
are subject to the Fair Labor Standards Act some employers make substantial 
profits, others make small profits, and some make no profits at all. We take it 
that this is normal in the American business community. It is equally normal 
in the “dead” transit industry which has many examples of lively profits. 

The National City Lines operates some 38 transit properties in the United 
States which are wholly owned subsidiaries, a list of which is attached as an 
exhibit. In addition, it has a controlling interest in the transit systems in 
Baltimore and St. Louis and an important financial interest in the Philadelphia 
transit system. The transit operations in which National City Lines is inter- 
ested, therefore form a reasonably representative cross-section of the American 
loeal transit industry. The record of National City is one of financial success. 
There is attached hereto a summary of the financial statistics for National City 
Lines for the period January 1, 1937, to December 31, 1958. During that period 
the earnings per share ranged from a low of $1.01 in 1988 to $5.49 in 1958. 1959 
continued this record of success. Net earnings per common share amounted 
to $4.57 according to Passenger Transport for April 8, 1960. 

The success of Mr. Chalk in his investment in the D.C. Transit System is well 
known. This financial success came on top of the phenomenal financial gains 
made by Mr. Louis Wolfson, with the predecessor company, the Capital Transit 
Co. A summary of the Wolfson investment is attached as an exhibit hereto 
as well as the summary of the Chalk investment through 1959. Excerpts from 
Passenger Transport, the organ of the American Transit Association, showing 
the 1959 results in Baltimore, Kansas City, and St. Louis, are also attached. 
There is also attached an excerpt from Passenger Transport of March 13, 1959, 
which refers to articles by Joseph M. Bell indicating that public transportation 
is rebounding. 

The Greyhound Corp. is probably the largest carrier in the over-the-road in- 
dustry. That corporation appears to be very much alive. In 1959, according to 
Passenger Transport for March 4, 1960, a preliminary statement issued by 
D. W. Ackerman, president of the Greyhound Corp., stated that consolidated 
income amounted to $21,353,196 compared with $13,976,117 the previous year. 
It was stated that the 1959 profit is equal after preferred dividend require- 
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ments to $1.81 a share on an average of 11,582,174 outstanding shares of common 
stock compared with 1958 earnings equal to $1.19 a share on an average of 
11,359,181 common shares outstanding restated for the 5 percent stock dividend 
paid by Greyhound in August 1959. 

We do not say that the transit financial picture is fully represented by the 
illustrations we have given. They do suffice, however, to indicate that the 
transit industry is far from dead, that its future is encouraging, and that there 
is no sound basis for excluding transit from the coverage of the act. We point 
out also that Washington, Kansas City, St. Louis, and Baltimore all have a 
40-hour week rule. You can see that the 40-hour week is not fatal to financial 
success. 

A good deal was said here by representatives of the transit management to 
the effect that the requirement of payment of overtime after 40 hours would 
drive small transit companies out of business. This argument is defeated by 
the very evidence which the American Transit Association itself presented to 
you. We suggest that the committee consider exhibit III which was attached 
to the statement filed by the American Transit Association with you. You will 
find in their own exhibit illustrations of small transit companies which have a 
40-hour week. That exhibit lists among such small companies Bristol Trac- 
tion Co. in Connecticut which employs 16 operators and has an annual revenue 
of $138,000. It lists the Rome, Ga., transit system of Georgia Power Co. which 
has an annual revenue of $147,000 and 15 operating employees. The exhibit 
lists Chapin’s Transportation Service, Lewiston, Idaho, with annual revenue of 
$18,000, two operators and one nonoperating employee; Rapid Transit, Inc., of 
Winthrop, Mass., with annual revenue, according to the American Transit Asso- 
ciation, of $250,000 and with 23 operators and 7 nonoperating employees; 
Wichita City Lines, Inc., Wichita Falls, Tex., with annual revenue of $190,000 
and 20 operating employees; Wausau Transit Lines, Wausau, Wis., with annual 
revenue of $130,000 and 12 operators and 4 nonoperating employees. 

Employer representatives have expressed fears concerning the difficulties in- 
volved in the computation of the regular rate of pay under the act in the event 
the industry was brought under the act. We think these difficulties are exag- 
gerated. Perhaps their fears arise from some misconceptions as to how the 
act would apply. For example, in the statement of Mr. Walsh of the National 
Association of Motor Bus Owners on page 10, the following example is given: 

“* * * A driver assigned to this route makes 5 round trips per week, putting 
in a total of 35 hours. During a particular week this driver is offered extra 
work amounting to 10 hours or a total of 45 hours for the week. Under the 
typical contract the entire 10 hours of work over and above his regular assign- 
ment would be paid for at 14% times the regular rate, that is, a total of 15 
hours pay. Under the overtime provisions of the Fair Labor Standards Act this 
driver would be entitled to the penalty rate for only 5 hours. But the st»tu- 
tory overtime rate would have to be computed on the basis of the drivers’ total 
earnings which have already been increased by the more liberal overtime pro- 
visions of the contract. This pyramiding of premium payments would not only 
be unjustified but would be financially ruinous to the carriers.” 

We do not believe that the observation that the statutory overtime rate 
must be computed on the basis of the driver’s total earnings including the over- 
time payments under the contract is accurate. Section 7(d) (5) seems to us to 
make this clear. Section 7(d) lists certain exclusions from remuneration for 
purposes of defining the regular rate and there is excluded: 

(5) “extra compensation provided by a premium rate paid for certain hours 
worked by the employee in any day or workweek because such hours are hours 
worked in excess of 8 in a day or 40 in a workweek or in excess of the em- 
ployee’s normal working hours or regular working hours, as the case may be;” 

Moreover, subsection (g) of section 7 provides: 

“Extra compensation paid as described in paragraphs (5), (6), and (7) of 
subsection (d) shall be creditable toward overtime compensation payable pur- 
suant to this section.” 

We suggest that your subcommittee obtain from the Administrator of the Wage 
and Hour Division of the U.S. Department of Labor a report on how the act is 
applied in similar situations in the industries which are covered by the act. 
your subcommittee will then be able to determine how valid are the claims made 
by the employers in this connection. 

The elimination of the exemption from the overtime provisions of the act 
found in section 13(b)(1) concerns the employees of the over-the-road portion 
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of the transit industry. These employees are now covered by the minimum 
wage provisions of the act but not by the overtime provisions. 

The original basis for the exemption was the power of the Interstate Com- 
merce Commission to regulate hours for purposes of safety. That consideration 
has long since become irrelevant. The point at which overtime payments should 
begin and the point at which it is no longer safe for an employee to work do not 
coincide. The logical thing to do is to prohibit work beyond the point of safety. 
Payment of overtime has, in the main, somewhat different considerations. One 
of the major factors is the payment of fair compensation to an employee whose 
work does exceed the normal span of work hours. Over-the-road employees are 
entitled to overtime if working beyond the accepted standard of a 40-hour week 
prevalent in American industry. Overtime payments likewise have a deterrent 
factor. They tend to offer an incentive to management not to schedule work 
beyond the overtime point. Over-the-road employees likewise are entitled to 
more leisure time, more opportunity for family, social, and community life. A 
40-hour overtime rule will help them to get said opportunities. 

It is also argued that H.R. 4488 does not eliminate the exemption from the 
act’s overtime pay requirement to employees on the Nation’s railroads. The 
argument goes, apparently, that if the railroad employees do not get statutory 
overtime the transit employees shouldn’t. The difference is that railroad em- 
ployees, by and large, do have a 40-hour week. Approximately three-quarters of 
the railroad employees, the so-called nonoperating employees, have for about 10 
years been on a 40-hour week, with time and one-half after 40 hours, as the re- 
sult of a collective bargaining agreement. Yard service employees of the Na- 
tion’s rail carriers who constitute about one-half of the operating employees 
achieved the 40-hour week in separate bargaining agreements signed after the 
years 1951-55. Under these agreements, the 40-hour week became available to 
all yard service employees at their option to be exercised on an individual rail- 
road basis. The option has now been exercised so that a large majority of these 
employees enjoy a 40-hour week, with time and one-half after 40 hours. The 
remaining employees, the operating employees, are compensated on a dual system 
of pay under which overtime is determined on a daily basis depending on the 
speed of operations. Over the years, speed has increased substantially. Asa 
result, in 1958, for example, these employees averaged not more than 37% hours 
of work at straight time per week. There is no justification in the employers’ 
arguments in this connection which would justify continuing to deprive transit 
employees of the overtime pay protection enjoyed by the American workers 
generally. 

So far as the trucking industry is concerned, it has been urged before you that 
the Teamsters Union does not seek coverage under the act, and, apparently, the 
argument runs that transit workers should take the same position. The Team- 
sters Union may hardly be said to speak for transit employees. It represents 
very few such employees. If the trucking industry and the Teamsters Union 
do not want to be covered by the act that is their prerogative. We see no rea- 
son, however, why their desires should govern our industry. 

The National Association of Motor Bus Owners also suggested that the pre- 
dominance of mileage rate payments in the over-the-road industry makes the 
application of the act objectionable. In the first place, the act is already appli- 
cable as to the minimum wage so far as the over-the-road industry is concerned. 
Secondly, in fact, large numbers of employees in American industry are paid on 
other than an hourly basis. There are salaried workers, incentive workers, piece- 
workers, and commission workers, as well as employees whose compensation con- 
sists in part of hourly wages and in part of one or more of these other forms of 
payment. For more than 20 years the numerous segments of American industry 
which have such pay practices have nevertheless been meeting the requirements 
of the wage and hour law. The over-the-road industry is in no worse position, 
certainly, in this regard. 

The transit industry has been covered by both the Wagner Act and the Taft- 
ww Act. The Congress has deemed the labor relations of the industry to be 
= nerd to oy ap and has applied the national labor policy to employers 
Act on fw . e industry. The national policy of the Fair Labor Standards 

We “ 7 simi reson applied to employers and employees in this industry. 
inn ge you to adopt the provisions of H.R. 4488, and we say once again that 


transit worker deserves equal protection of the law. Transit workers want 
Statutory discrimination against them ended. 
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ExuHrsitT 1 


WHOLLY OWNED SUBSIDIARIES OF NATIONAL CITY LINES 


ALABAMA 


Mobile City Lines, Inc. 
Montgomery City Lines, Inc. 


CALIFORNIA 


Glendale City Lines, Inc. 
Long Beach City Lines, Inc. 
Long Beach Motor Bus Co. 
Pacifie City Lines, Inc. 
Pasadena City Lines, Inc. 
Stockton City Lines, Inc. 
San Jose City Lines, Inc. 


FLORIDA 


‘Tampa Transit Lines, Inc. 


ILLINOIS 


Aurora City Lines, Inc. 
Aurora-Elgin Bus Line, Inc. 
Bloomington-Normal City Lines, Inc. 
Champaign-Urbana City Lines, Inc. 
Danville City Lines, Inc. 

Decatur City Lines, Inc. 

East St. Louis City Lines, Inc. 
Hilgin City Lines, Inc. 

Joliet City Lines, Inc. 

4juincy City Lines, Inc. 

Rock Island-Moline City Lines, Inc. 


IOWA 


Cedar Rapids City Lines, Inc. 
Davenport City Lines, Inc. 
Sioux City Lines, Inc. 


Source: National City Lines, Inc., “23d Annual Report to Stockholders for the Year 
Ended December 31, 1958,” p. 2. 


MICHIGAN 


Jackson City Lines, Inc. 
Kalamazoo City Lines, Inc. 
Pontiac City Lines, Inc. 
Saginaw City Lines, Inc. 
MISSISSIPPI 


Jackson City Lines, Inc. 


NEBRASKA 


Lincoln City Lines, Inc. 


OHIO 


Canton City Lines, Inc. 
Portsmouth City Lines, Inc. 


TEXAS 


Beaumont City Lines, Inc. 

El Paso City Lines, Inc. 

El Paso & Juarez Traction Co. 

Wichita City Lines, Inc. 
UTAH 


Salt Lake City Lines 


WASHINGTON 


Spokane City Lines, Inc. 











Ton) 
io) 
=) 


MINIMUM WAGE-HOUR LEGISLATION 


"g -d ,,‘8¢61 ‘1g “00q papua 


‘SoUI'T JISUBL], SoTazuy S 





Jo guow Ard Zuljepmbt] a0 Suse urey ¢ 

















IVI X IY} JO} SLVployyI0Ig 0} JAodoyY [eNuUY p¢Ez,, “OUT ‘SeUV] AJID [VUOIIVN :eosnog “SIBOA IBM 91 SULINP X¥z SJYOId ssooxe sepNypouy] + 
<a tt Pl eee Se , ae ee 169 “FOR “92 OIS ‘698 ‘E¢ G08 ‘ZL ‘ce i ee eee Se ae eee 

‘egies ‘ain , ‘am 6 +2 “ane * 09 ‘OFT ‘S 008 ‘262 ‘T ees a. 6 LT! lL... Se z Wpeo eedg 
960 29% 2 619 689 €% | «6F'S e9L ore I PLT POL @ { 282 ‘SL '% 000 ‘982 ‘I Z82 ‘TIS ‘& ry) ia” Aa (aeetentceteteteteeteiceneeneteneenmenenataieiaieee senna 8961 
960 ‘292 ‘2 198 ‘268 ‘ST e2°% £90 ‘E28 ‘T $28 ‘OLL ‘Z €27z ‘191 ‘S 006 ‘Ze ‘T EZ ‘OFS yD ek ae Ss cee a ee -  ees L961 
960 ‘79% ‘2 ZOP ‘116 ‘LT Sh % £90 ‘268 ‘T 816 ‘bF9 ‘Z CIF ‘90P ‘E 008 “OZ8 *T GIL ‘922 °¢ See. fr oo a ay agit epee. 9961 
960 ‘29% ‘2 £96 ‘6FI ‘LT LZ OL ‘0F ‘T 662 “692 ‘Z L0Z ‘8t8 ‘E 00L ‘020% 203 ‘816 ‘S ee £0. ec eS ee ee eee ccé61 
960 ‘29% ‘L 290 ‘19S ‘ST 9L°% £90 ‘SIF ‘T 66% ‘692 ‘2 OFZ ‘968 ‘E 008 ‘888 ‘T 9F0 ‘“S8L ‘S eee foe Pe ee ee eee P9681 
960 ‘292 ‘L OLL ‘F26 ‘ET eZ £90 ‘ZIP ‘T £6F ‘O01 ‘% 119 ‘6Ie ‘€ 008 “FOL ‘T III ‘$Z0‘S ee fo) ei a Se ae ee eee e961 
96S ‘$22 ‘2 266 ‘POL ‘ZT 98 ‘I £90 ‘968 ‘T ebS ‘bee ‘T 169 ‘299 ‘2 009 ‘FIL ‘T 162 ‘L218 ‘b ew © ttt ol ee ee ee oe a ee ZS61 
969 ‘66 ‘9 PbS ‘969 ‘TT 16 ‘I £99 “F6E ‘“T ZOE ‘b6E ‘T 188 ‘EhL ‘Z% 002 ‘8% ‘T 180 ‘ZLF ‘tb ee bc te ee ee a ae Oe ee IS61 
969 ‘699 ‘9 61S ‘Z92 ‘OL 06 °T £99 ‘b6E ‘T ZOE ‘P6E ‘T 182 ‘9FL ‘2 ChE ‘SbF ‘T 929 ‘161 ‘F ae, sy it he ee” Cle ee eee OS6T 
96S ‘699 ‘9 008 ‘010 ‘6 GL°T £9¢ ‘F6E ‘T $26 ‘ShO‘T $12 ‘S79 ‘Z OZT ‘PSF ‘T P6E ‘601 ‘F ee | pee eee eee ee ers 661 
968 ‘PES ‘¢ Eb ‘28h ‘2 46°1 £99 “F6E ‘T $26 ‘SO ‘T 29 * 1b6 ‘% 008 ‘sce ‘T £26 ‘962 ‘F ae it st Ol Se ee ee S61 
96S ‘PES “¢ 622 ‘09 ‘¢ oT £98 ‘SIb ‘T 292 ‘668 ‘T 122 ‘928 ‘% 16F ‘SES ‘T ZZ ‘219 ‘E ew (oe eS >.°-< pea ee L¥6I 
96S ‘FEY ‘S 193 ‘22 ‘¢ Il'% £98 ‘SIF ‘T 089 ‘200‘T LIg ‘820 L9¢ ‘BST ‘Z $80 ‘EZ ‘¢ ee. (ee ee ee ce ee eee ee et OF61 
PLI ‘988 ‘Z O0T ‘0ZE ‘*F 19 °Z 000 ‘009 SZF ‘ZL G60 ‘88g ‘T O88 ‘TOF ‘S 1 SL6 ‘686 ‘b ee ft te ee ee ee ee eee orb 
SLL ‘801 ‘Z% £h6 ‘FILS OFZ 620 ‘8E¢ 902 ‘C8 669 ‘FIP ‘T 998 ‘80'S 1 £90 ‘Sbb ‘b went ee ee ee ee ee ee POI 
646 ‘800 ‘T 260 ‘808 ‘% 9¢ *% 206 ‘LZ 960 ‘cog IST ‘6S¢ ‘T 002 ‘826% 1 188 ‘288 ‘b ae "7s i | ee pias Se ee eh61 
000 ‘092 CF9 ‘OLE ‘T 10°¢ 090 ‘002 000 ‘008 £92 ‘920‘T OOT SST ‘Z1 eSe ‘622 ‘E ae aa i So. 06) Uo ee ee ZP6I 
000 ‘092 890 ‘290 ‘T 188 000 ‘002 000 ‘008 SEF ‘ZE0 ‘T O0F ‘219 SE8 ‘649 ‘T Gee als ae oe a eee ee IF61 
000 ‘092 0ZT “68¢ 19 °% 000 ‘00z 000 ‘0Sz 198 ‘6LL 819 ‘bSZ C86 ‘E20 ‘T ee Mbit Te ts. ee ee ee eee OF6T 
000 ‘092 £20 ‘LTE 90% 000 ‘002 000 ‘00z #82 ‘16S SLL ‘EZ 790 ‘SIL See eas, eee ee dae ee ee 6861 
000 ‘092 Z0S ‘961 10°T 000 ‘002 000 ‘O0T ZLZ ‘ZSE 862 ‘$9 OL0 ‘LIF as. fF Lee ee ee ee 8861 
000 ‘09z$ 083 ‘F6$ £0 °1$ 000 ‘o0z$ 000 “0S [$ Shs ‘LEe$ ZS ‘TLS S80 ‘624$ aan A he CS Se ee Sh LE61 

Tg “00d 
areys Zutpueys 
ut pred sseutsng eq} WOUIUIOO -jno saeys 004s Saxey SOXB4 
Teqdevo Ul poutejer | Jad yuNOUTy | UOUIUIOD UG | UOUIUIOD UD | 9sUIODU] Jou euIOoUT [elspa enuUdsAdI Iwex 
[BUuoTzIppY | sUIOdUT poze SpU9PIAIP | payepllosuog [e.19poay 910j 9, Zutjei0doO 
-numooy yseg eul0duy 
eiBys Jod ssutmieq 





























8961 ‘IE ‘90q 07 “286 ‘T ‘uve ‘spotsad svafi-sppuapns. gg sof sauysynjs porsuvuy fo hunwmumng—'suy ‘saurv] fijig pououvy 


@ LIidinxy 











986 MINIMUM WAGE-HOUR LEGISLATION 


ExuHrsit 3 


The Wolfson interests investment in Capital Transit Co., Washington, D.C 














Number of Dividend Total 
shares per share 
Purchase: 
Sept. 12, 1949, purchased 109,458 shares at $20 cash invested_|____.......-..}..------------ $939, 160 
Bank loan, at 3 percent interest, on transit stock as col- 
a JER SSP once 2 AEE SE ee eee “ley - Spee Aes 1, 250, 000 
2, 189, 160 
54, 729 
328, 374 
328, 374 
109, 458 
1, 707, 545 
525, 
612, 965 
350, 266 
ED ER OE ES a ee Se SA er eee eae Sa 4, 017, 109 
Dividends in kind received: 
me ? scocdh=to~ne-droemtacnrar erence tr ereemeer cree ae se =P Pep 2 437, 832 437, 832 437, 832 
ield on sale: 
IS 8 i ald tarball tat ah tit Ota 437,832 |__ 13,540,000 | 4g 175, 955 
4 960,000. |————_— 
EN EE EE LO ee ae ee Ee ee) Fe eee: Hee Se TT ae 10, 630, 196 














1 Stock was split 4 for 1. 

2 Entire issue of Continental Enterprises, Inc. was distributed to shareholders. No precise statement of 
value is given, but the Capital Transit Co. stated that the ‘dividend in kind’’ was worth “more than $1 
million.’”’ The stock was unlisted. 


Source: Investment—Report of I.C.C. No. MC-F-4242, Sept. 2, 1949; dividends—Annual Reports to 
Stockholders, Capital Transit Co., 1949-55; ‘‘Let’s Rebuild Montgomery Ward,’’ Wolfson Montgomery 
Ward Stockholders Committee, Mar 18, 1955; Capital Transit advertisement, The Evening Star, Aug. 1, 
1956; dividends—Standard and Poor’s Corp. ., “Standard Corporation Records, Dec. 19, 1955’; sale—Annual 
Report to Stockholders, The Universal Corp. (formerly Capital Transit Co.), 1956. 


EXxnHIsiT 4 
The Chalk investment in D.C. Transit 


Purchase of all assets, subject to all liabilities, of Capital Transit, on 
Aug. 13, 1956: 











Ge sat ia ARE en EE Se ae ec ee ae rer ae om $500, 000 
ee Cast Re, Pe eit nee... *9, 100, 000 
Purchase money mortgage to Capital Transit__.__.._.__._------~- 23, 940, 000 

ETE ont A aE RE a a a Ee - eae 13, 540, 000 

Dividends 

ORS ELA eT Dae) a em ae ae ee se es eek Ee ST ae OE SEN ee Pe 290, 000 
EE ESAS GE IS ORE 2 ERS iE SSL pee eee Say oor aes ae Oe Oe ORT EN ee Oe 400, 000 
al ER EERIE, csi ESP Ge Ba SS Ee es es ee Sg ee ee ee Oe 300, 000 

ee le ads een 990, 000 


7 ——_ in full on Oct. 1, 1958, from certificates of deposit and general funds of D.C. 
ransit 

2 Paid in full on Jan. 16, 1959, from general funds and proceeds of sale of property of 
D.C. Transit. 


Source: Prospectus, D.C. Transit System, Inc., Apr. 16, 1959, and Reports to the District 
of Columbia Public Utility Commission. 
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ExHIBsIT 5 


PROFIT FOR BALTIMORE TRANSIT $869,636, 1959 Net DousLE THAT OF PREVIOUS 
YEAR 


(Special to Passenger Transport) 


BALTIMORE.—Baltimore Transit Co. has reported a net profit from operations 
of $235,183 for December, as compared with a net of $257,437 in the same month 
last year. 

The net income for December in both years was distorted by yearend adjust- 
ments aggregating $146,000 in December 1959, and $186,200 in December 1958, 
BTC said. The actual net income for last December was, therefore, $89,183 and 
the normal net for December 1958, was $71,237. 

Net income before taxes for the year 1959 was $992,336, compared with 
$569,195 the previous year. 

Income taxes for 1959 and 1958 were approximately $523,500 and $403,000, 
respectively, less than they normally would have been due to abnormal tax 
deductions. 

However, $400,800 of such income tax reduction in 1959 and $264,000 in 1958, 
resulting from residual losses sustained in abandonment of fixed wheel property 
due to conversion to bus operation, was offset by a similar amount charged to 
depreciation expense. 

The remainder, or $122,700 in 1959, and $139,000 in 1958, affected net income 
of those years. 

PROFIT DOUBLED 


Net income was therefore $869,636 for 1959 and $430,195 for 1958. 

The year 1958 was adversely affected by revenues lost and expenses incurred, 
aggregating approximately $255,000, due to the severe snowfalls in February 
and March of that year, the company said. 


Source: Passenger Transport, Feb. 19, 1960, p. 7. 


ExHIBIT 6 


More HOPEFUL SIGNS OF TRANSIT RESURGENCE SEEN AT KANSAS City, D. B. EYER 
REPORTS 


(Special to Passenger Transport ) 


Kansas Crry.—Public transit, which has been on a passeng:r downslide for 
several years, shows more hopeful signs of staging a comeback here, Donald B. 
Eyer, president of Kansas City Public Service Co., declared recently. 

The most significant indication is that the rate of passenger decline was con- 
siderably less in 1959 than in several recent years, Mr. Eyer pointed out. 

Patronage on Kansas City Public Service vehicles dropped from 60,522,999 in 
1955 to 37,207,427 in 1959, but the percentage decrease last year was much less 
than in the preceding year, Mr. Eyer said. 

It was 4.6 percent in 1959, compared with 15.78 percent in 1958, 12 percent 
in 1957 and 13.1 percent in 1956. 

December 1959 was a booming month during which 3,244,287 passengers rode 
KCPS buses. In that month, the decline was 3.9 percent, an even better figure 
than the overall percentage for the year. 

The transit president indicated that 1960 has not begun as well but is picking 
up. 

He said that in 1958 public service showed a profit of $458,000 and that the 
profit Was even higher in 1959. 

Profit last year totaled $716,101, a marked increase over the $458,122 net 
income of the previous year. Gross income for 1959 amounted to $8,614,613 as 
compared to $8,907,076 the year before. Total expenses were $7,898,512, com- 
pared with $8,448,954 in 195s. 

The company has been able to make money in spite of the passenger loss be- 
cause of operating efficiencies and streamlining, Mr. Eyer said, and this has 
been done without cutting any basic service, he pointed out. 

The main schedule changes were made in 1956 and 1957 and there was a cut in 
some night and Sunday service in 1958. 
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The operation was made more efficient, and less costly, in June 1957, by con- 
centrating services that had been conducted from five locations into two divisions, 

In other ways of lowering operating costs, Mr. Eyer continued, streetcars gave 
way to citywide bus service in June 1957. Trolley buses, which cost 6 cents more 
a mile to operate than motorbuses, were not used here after January 1959. 

Modernization of equipment has been another factor in making transit service 
more attractive here, Mr. Eyer said. In the last 4 years about $5 million has 
been spent for 221 new diesel motorbuses. A total of 413 buses are operating 
in the system. 

CITES THREE FACTORS 


The KCPS chief executive said he believed there are three major factors 
that will bring passengers back to local public transit. They are: 

Cost consciousness on the part of the community. 

Traffic strangulation as the automobile approaches the saturation point in 
spite of the immense sums spent on trafficways, parking areas and street 
widening. 

The increased tension that private drivers face in the complexities of city 
driving. 


Source: Passenger Transport, Mar. 11, 1960, p. 2. 


Exuisit 7 
Sr. Louis PS Nets $1,049,681 In 1959 
RECEIPTS INCREASE, WHILE EXPENSES SHOW DECREASE 
(Special to Passenger Transport) 
St. Lovrs.—Net profit of the St. Louis Public Service Co. went over the million- 


dollar mark last year, as revenues increased and expenses decreased slightly 
in comparison with the preceding year, 

Net income for 1959 totaled $1,049,681 as compared with $926,588 in the 
previous 12-month period, according to the company’s annual report just 
released. 

Operating revenue amounted to $20,925,241, compared to $20,633,614 in 1958. 
Operating expenses totaled $19,107,123 in comparison to $19,779,041 the year 


before. 


Source: Passenger Transport, Mar. 11, 1960, p. 3. 





EXHIBIT 8 


MANY ENCOURAGING DEVELOPMENTS CITED PUBLIC TRANSPORTATION REBOUNDING, 
Synpicatep News ArtTIcLesS Pornt OvT 


New York, March 13.—Numerous signs of a resurgence of public transporta- 
tion were described in a series of 5 articles appearing this week in approximately 
50 large newspapers throughout the United States. 

The series, entitled “Can Public Transportation be Saved?” was prepared 
by Joseph N. Bell, prominent free-lance writer, and distributed by United 
Features Syndicate. 

“Whether you drive a car or ride a bus, the loss of public transportation it 
your community would hurt—and hurt badly,” summed up Author Bell. “That's 
why every city dweller should be glad to know that transit is rebounding.” 

The final article today offered these basic conclusions: 

“1, People cannot be coerced, cajoled or forced back to riding buses in place 
of driving their cars. It must be clearly demonstrated to them that buses 
will get them where they want to go more quickly and more comfortably that 
their cars. And this is going to be a long, hard, uphill pull because public 
transit hasn’t been doing that for quite a few years. 

“2. Cost is a secondary factor. People will pay more for good transit service— 
if it’s good. 
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“3. Increased transit riding is the only immediately available solution to 
traffic congestion in our cities; the alternative is likely to be traffic strangulation. 
“4. In the interests of every member of the community, municipalities should 
exert every effort—particularly through tax concessions and traffic reforms— 
to make things easier for the public transit systems to operate efficiently.” 


COOPERATIVE EFFORT 


“5. The solution to transit problems calls for a cooperative effort involving 
a better end product, more aggressive merchandising and much more imagina- 
tive thinking on the part of the transit companies; greater understanding from 
local businessmen and present and prospective transit riders; and increased 
awareness of the vital importance of supporting public transportation in every 
way commensurate with enlightment public interest on the part of Government 
agencies at every level.” 

Earlier articles pointed out that transit people “are coming up with some ag- 
gressive, imaginative ideas to get people back on buses,” including express serv- 
ice and club riding plans, cooperative merchandising, and long-range planning. 
Park-and-ride arrangements and fare validation programs were also mentioned. 

One article placed particular stress on the favorable transit operating climate 
in Nashville, the success of the Cleveland Transit System’s postwar rapid tran- 
sit program, and Philadelphia’s promotion of railroad-and-bus combination rid- 
ing, which the city is subsidizing. 

Another article commended the action of the Illinois Commerce Commission 
in granting the Chicago & North Western Railroad a freer hand in making serv- 
ice changes and raising fares, with the ultimate objective of increased operating 
eficiency and better and speedier rides for commuters. 

Some typical passages from the series follow : 

“* * * More superhighways are not the solution to the problem in our cities. 
Nowhere was this better illustrated than on the Ney Jersey Turnpike. In its 
first year ‘of operation, it developed twice the traffic originally forecast and 
actually intensified rather than alleviated the traffic jams leading into New 
York City. 

“* * * From all sides, a growing chorus is calling on public transportation to 
provide the solution. But for public transit to be effective, people must ride it. 
And they aren’t. 

“* * * Today, in its period of greatest crisis, there is appearing a resurgence 
in public transportation. Some enlightened public officials and transit industry 
bigwigs are finally doing some imaginative and constrictive thinking—and the 
results are going to be rewarding for every individual who finds it necessary to 
move about in a city. 

“* * * More and more cities, recognizing finally that they must have a healthy 
transportation system to survive, are taking a long, objective look at the whole 
transit problem. Two examples are found on the west coast, where Los Angeles 
and San Francisco are trying to set up an equitable mechanism to coordinate and 
establish an effective public transportation system. 1 

“* * * City officials are making all sorts of concessions to transit companies, 
including tax relief and traffic laws to speed up bus operation. The Federal 
Government, too, is casting a benevolent eye toward public transportation. And 
even transit’s chief competitors, the automobile manufacturers, are feeling kindly 
toward their former adversaries; this feeling isn’t entirely philanthropic, but 
has grown from the realization that unless something is done to alleviate traffic 
congestion, automobile sales will eventually suffer.” 





Source: Passenger Transport, Mar. 13, 1959, pp. 1 and 8. 


Mr. Exzszorr. Thank you, Mr. Chairman. 

The Amalgamated Association of Street, Electric Railway & Motor 
Coach Employees of America is the dominant union in the field of 
transportation of passengers by motorbus, streetcar, trolley coach, 
and electric railway. 

We support the general position of the AFL-CIO concerning pro- 
posals to amend the Fair Labor Standards Act. 

We support H.R. 4488, the Roosevelt bill. 
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We are here today, however, for a discussion limited to matters of 
particular concern to the employees this union represents. 

The Fair Labor Standards Act unjustly denies protection to a 
substantial and important group of workers; namely, the employees 
in the transit industry. These employees have been unwarrantly 
penalized because the Fair Labor Standards Act does afford pro- 
tection to employees in American industry in general. 

We are asking for the removal of the exemption for the local 
transit industry in section 13(a)(9) and the limited exemption for 
the over-the-road transit industry in section 13(b)(1) of the act. 

H.R. 4488 would eliminate those exemptions and would end the 
unjust discrimination against transit employees at once. We support 
that proposal. 

Employees in the transit industry have made important contribu 
tions to the national welfare. They have served the public and 
the country well in time of peace and in time of war. 

Their fellow workers in American industry, their friends and 
neighbors, are on a 5-day week, 40-hour week. It is more than 2) 
years ago now that many American industries went to the 40-hour 
week. 

This is a measure of the lag in progress which transit employees 
have had to endure. 

I say again, as President Spradling, our retired international presi- 
dent, has said, on other occasions in this connection, that the transit 
worker should be afforded the same opportunity for leisure-time 
enjoyment, for participation in family and social life, and for the 
exercise of his responsibilities as a citizen and a member of the com- 
munity that other workers in American industry are granted. 

The burden is, or should be, upon those who oppose the extension 
of the benefits of the act to transit employees. That burden cannot 
be met, and it seems to us that the time is long overdue for the Con 
gress to remedy the inequities that were established at the time the 
law was passed. 

When the act was being considered by Congress more than 20 years 
ago, the transit industry argued that the application of the law to the 
local transit industry presented difficulties because of the need to 
meet: demands of service which are continuous and are heavily com 
centrated during the rush-hour periods. 

Some employers took the position that the matter could be left to 
collective bargaining. These arguments as to the practicability of 
40-hour week in the transit industry are without merit. A 40-hour 
week has been established in a substantial portion of the industry. 

Transit systems in many cities of varying sizes, large, medium, and 
small, are presently operating successfully under union agreements 
providing for a 40-hour week. 

When the representatives of the American Transit Association ap- 
peared before you on May 5, they, themselves, presented to you 4 
partial list of unionized companies on a 40-hour week, and listed 118 
transit companies as having such provisions. 

Some examples of cities which have gone to a 40-hour week while 
maintaining compensation for employees are Newark, N.J.; Boston, 
Mass.; Minneapolis, Minn. ; and Springfield, Mass. 
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The experience of these cities as well as that of many others has 
been one of successful operation under the 40-hour week. 

The contention that scheduling problems in the transit industry 
make a 40-hour week provision impracticable has been disproved by 
the history of the development of the 8-hour day in the local transit 
industry. 

Basieally, scheduling in the transit industry is a daily problem ; not 
a weekly problem. The 8-hour day with overtime after 8 hours was 
strongly opposed by management when it was introduced in the same 
way that the introduction and the extension of the 40-hour week is 
opposed by management today. 

Rinilar arguments were made to the effect that scheduling would 
make it impossible to establish an 8-hour day without increase in 
costs so great as to render the conduct of the business unprofitable. 

Employer representatives have expressed fears concerning the diffi- 
culties involved in the computation of the regular rate of pay under 
the act in the event the industry was brought under the act. 

We think these difficulties are exaggerated. Perhaps their fears 
arise from some misconceptions as to how the act would apply. 

For example, in the statement of Mr. Walsh of the National Asso- 
ciation of Motor Bus Owners, on page 10, the following example is 
given : 

* * * A driver assigned to.this route makes five round trips per week, putting 
ina total of 35 hours. During a particular week this driver is offered extra 
work amounting to 10 hours or a total of 45 hours for the week. 

Under the typical contract the entire 10 hours of work over and above his 
regular assignment would be paid for at 1% times the regular rate, that is, a 
total of 15 hours’ pay. Under the overtime provisions of the Fair Labor Stand- 
ards Act this driver would be entitled to the penalty rate for only 5 hours. But 
the statutory overtime rate would have to be computed on the basis of the 
driver’s total earnings which have already been increased by the more liberal 
overtime provisions of the contract. This pyramiding of premium payments 
would not only be unjustified, but would be financially ruinous to the carriers. 

We do not believe that the observation that the statutory overtime 
rate must be computed on the basis of the driver’s total earnings in- 
cluding the overtime payments under the contract is accurate. 

Section 7(d)(5) seems to us to make this clear. Section 7(d) lists 
certain exclusions from the remuneration for purposes of defining the 
regular rate, and there is excluded : 

(5) extra compensation provided by a premium rate paid for certain hours 
worked by the employee in any day or workweek because such hours are hours 


worked in excess of 8 in a day or 40 in a workweek, or in excess of the em- 
ployee’s normal working hours or regular working hours, as the case may be; 


Moreover, subsection (g) of section 7 provides: 


Extra compensation paid as described in paragraphs (5), (6), and (7) of sub- 
Section (d) shall be creditable toward overtime compensation payable pursuant 
to this section. 

We suggest that your subcommittee obtain from the Administrator 
of the Wage and Hour Division of the U.S. Department of Labor, a 
report on how this act is applied in similar situations in the industries 
which are covered by the act. 

Your subcommittee will then be able to determine how valid are the 
claims made by the employers in this connection. 
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The transit industry has been covered by both the Wagner Act and 
the Taft-Hartley Act. The Congress has deemed the labor relations 
of the industry to be important to commerce and has applied the na- 
tional labor policy to employers and employees in the industry. 

The national policy of the Fair Labor Standards Act should simi- 
larly be applied to employers and employees in this industry. 

We urge you to adopt the provisions of H.R. 4488 and we say once 
again that the transit worker deserves equal protection of the law, 
Transit workers want statutory discrimination against them ended. 

Mr. Rooseverr. Mr. Elliott, thank you very much, especially for 
your cooperation with the committee. 

May I ask you one brief question. 

On page 12 you suggest that the subcommittee secure from the Ad- 
ministrator of the Wage and Hour Division a report on how the aet 
is applied to similar situations. Could you give us an idea of what 
you think would be a similar situation so that we might be speefie 
in our request. 

I am trying to think of one, myself. I am a little at a loss exactly 
as to what to ask him for. 

Mr. CusumMan. It would appear to us that the very situation which 
is referred to on pages 11 and 12 would be a situation which would 
arise in other industries. In other words, this type of problem, the 
payment of overtime beyond 8 hours and 40, or after regularly sched- 
uled hours is not peculiar to the transit industry. 

This type of situation inevitably must arise in other industries and 
the question whether or not you include the overtime which is paid 
either by virtue of contract or otherwise after the regularly scheduled 
hours or after 8 and 40, is a question which the Administrator neces- 
sarily would have had to have dealt with in the past. 

As we read the statute we have given you our viewpoint here; it 
seems to us clear that the situation which was in fact posed by the 
National Association of Motorbus Operators, that all of the overtime 
which is included in unnecessarily included for purposes of comput- 
ing the regular rate in the concept of regular rate as remuneration 
and that if there is any doubt about our viewpoint as we read the 
statute obviously the MAiniiiisteator, having had to deal with this situ- 
ation, would be able to answer it. 

Mr. Roosrvett. If we found, Mr. Elliott, that this was not clear 
in the mind of the Administrator, would you feel that there was 
language which could make this clear? Because this is somewhat the 
crux of the situation, the reason for instance that the Teamsters 
Union has requested us not to change this exemption as far as the 
overtime is concerned. 

I think in discussing it here with my colleagues that we are not sure 
that the Administrator will come up with the answer for us. 

If they do not—if he does not, we would then frankly like to know 
what your feeling about it then would be. 

Mr. Cusuman. In the event that you receive from the Administra 
tor an equivocal answer—I don’t think you will, frankly. I read the 
statute. I have no difficulty in reading it at all. It is quite clear tome 
I am surprised it is not clear to NAMBO, but if you will advise us, 
we certainly will be willing to address ourselves to the problem. 

But it seems to us the problem is already covered by the statute. 
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Mr. Roosevetr. Without objection, we will ask the committee coun- 
sel whether he will get in touch with the Administrator and try to 
clear up this point to the satisfaction of the committee in executive 
session. 

If we find that there is any equivocation by the Administrator, 
then we will be in touch with you and ask you then to submit a sup- 
plemental statement, if that is agreeable to you. 

Mr. Cusuman. Certainly. 

Mr. Dent. As I understand your testimony, your problem is not so 
much with the wage scale, itself. It is the question of the overtime 
situation and how it is computed and so forth. 

Mr. Exxiorr. That is right. 

Mr. Roosrvett. Your over-the-road drivers have certain hours, but 
they also have a great deal of overtime and it is not computed the 
way ordinary overtime is. It is computed on a sort of special rate 
pay is that right? 

Mr. Exxiorr. They are paid on a mileage rate if that is what you 
are alluding to. 

Incidentally, we have that covered in the statement, but that is one 
of the things I skipped over. 

Mr. Rooseverr. Again you would think that the administration 
would take care of that by computing whatever that amount was back 
to 4 anne and a half hourly rate. Is that basically the point you are 
making ? | 

Mr. CusumMan. Yes. We dealt with this problem on page 15 of 
our statement, the question of the use of the mileage rate, where we 
point out that under the act now you have all kinds of methods of 
payment which are necessarily dealt with by the Administrator. 

You have the incentive workers, pieceworkers, commission workers 
and other employees who consist part in hourly wages and in part of 
some of the witha systems. 

So the problem of using mileage rates on an overtime basis in order 
to satisfy requirements of the act in the event we were brought under 
the act, does not seem to us to be a difficult one because we have a fund 
of experience. 

Mr. Roosrvert. Specifically, though, you would agree with the com- 
mittee that we would at least be justified in saying to the Administra- 
tor, we do not want you to upset the accepted means of doing business 
provided that you find that it does in essence come to what would be 
time and a half for overtime on an hourly basis. 

Mr. Cusuman. All we would be asking, or seeking, is that whether 
the system is a mileage rate or an hourly rate, that we would get the 
benefit of the time and a half payment in the same fashion in which 
people presently do who are covered by the act. 

Mr. Date Which particular outfit is covered by the act that op- 
erates on a mileage basis? 

Mr. Cusuman. I don’t know that there is any in the transportation 
iy that has a mileage basis. I don’t think there is, Congressman 

nt. 

Mr. Dent. But you do not want us to change that particular fea- 
ture? You would not want it all relegated to a position taken on an 
hourly basis and set aside the contracts calling for your mileage con- 
tract, would you ? 
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Mr. CusuMan. No, sir; we are not suggesting that the Congress | &0”° 
outlaw the use of a mileage rate. But we are suggesting that the | ™& 4 
Administrator can work out under the present law, as we see it, or | Tetail 
with any language that might be necessary to clarify it, a formula Ove 
for translating the mileage rate into an hourly rate for purposes of | 2” 
determining the overtime only. of the 
The way we visualize it, the mileage rate would continue to be used | force, 
in the over-the-road industry. busin 
Mr. Roosrvetr. In other words, if the Administrator can tell the In 
committee he can find a way to assure himself that the time anda depic 
half is actually being paid by whatever compensation it is, then you | £45 d 
will be satisfied ? sever's 
Mr. CusuMan. Yes, sir. and f 
Mr. Denr. As I understand it, if we do not get a satisfactory an} “4 s 
swer from the Administrator, you would be willing then to give us} ‘he & 
the benefits of your thinking in the matter as to what we would write smal] 
into the law? but s 
Mr. CusuMman. Certainly, Congressman. under 
Mr. Rooseverr. Gentlemen, we want to thank you very kindly, [| “lien 
I am sorry the minority is not here. They might have had other reflect 
questions to put to you. LP 
We appreciate very much your experience. Ras,” 
Mr. Exuiorr. Thank you very much. degre 
Mr. Roosevett. Our next witness is the representative of the Lique | {he 
fied Petroleum Gas Association, represented by Mr. Arthur ©.f ": I 
Kreutzer, vice president and counsel. ety 
Mr. Kreutzer, we are very happy to have you, sir. Unite 
I suggest that you go right ahead, if you will, please. oa 
is 
STATEMENT OF ARTHUR C. KREUTZER, VICE PRESIDENT, propa 
LIQUEFIED PETROLEUM GAS ASSOCIATION, INC. few os 
Mr. Kreutzer. My name is Arthur C. Kreutzer. I am vice pres and s 
dent and counsel for the Liquefied Petroleum Gas Association, Ine, ered | 
and am appearing on behalf of that organization on H.R. 4488 and lishm: 
related proposals. Mo: 
The Liquefied Petroleum Gas Association is a national association Ploye 
of those companies engaged in the production, distribution and sale > "Ce | 
of liquefied petroleum gas and in the manufacture and sale of han f "C!P2 
dling and utilization equipment. Its primary membership consists able i 
of over 2,200 LP-gas dealers who sell and deliver this fuel to con tions | 
sumers predominantly located in small towns and rural areas. is beli 
We also have as affiliate members 34 State associations. The LP: lower 
gas dealer, a small businessman, is opposed to the several proposals ploye 
to amend the wage-hour law and in particular to proposals that would good | 
severely curtail present retail and service establishment exemptions The 
When the wage-hour law was enacted, and again when amended, mand 
Congress consistently and clearly recognized that the retail and serv: mand 
ice establishment should not be within the coverage of the law. The § “Se 
exchision was with full study and deliberation. The circumstances not or 
have not changed. Retailers compete only with others in the same depen 
community. Their wages are determined by the local labor market, LP-g: 
The wage rates do not affect interstate commerce or general national | tim u 
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economy. Local labor market conditions substantially differ in differ- 
ing areas of the United States. There is no national pattern for 
retailers and service establishments. 

Overtime provisions complicaté any attempt to deal with the retailer 
ona national scale. Control or minimization of overtime, an objective 
of the wage-hour law, requires fixed production and a stable labor 
force, not possible for the retailer, especially for the many whose 
business is highly seasonal. 

In presenting the plight of our member LP-gas dealers, we are 
depicting a common situation that confronts hundreds of other LP- 
gas dealers, and similar fuel suppliers, and their employees. ‘The 
several proposals to increase the minimum wage, and to expand wage 
and hour law coverage through substantial elimination of the retail 
and service establishment exemption will have an adverse effect on 
the employee, the customer and the LP-gas dealer, particularly the 
smaller dealer. It is entirely probable that this effect is not intended, 
but several features of the proposal will have this end result. To 
understand the probability of these results, let us briefly examine some 
salient points about the nature of the industry and employer that are 
reflected in our conclusions. 

LP-gas is a fuel, commonly known as propane, butane, and “bottled 
gas,” used principally in the household and on the farm, and to a lesser 
degree commercially and in industry, as a source of heat or power. 
The industry is essentially a retail and service fuel supplying indus- 
try, local’ in character. ‘There are wide variations in both delivery 
circumstances and employment conditions in differing areas of the 
United States. 

There are also equally wide variations in the size of the businesses. 
This size bears a direct relationship to the immediate effect of the 
proposed wage and hour revision. However, even most of the larger 
companies come within accepted definition of small business. Only a 
few of the very larger companies do not presently qualify for the retail 
and service estabishment exemption, and are consequently now cov- 
ered by the law. All others are exempt as retail and service estab- 
lishments. 

Most LP-gas dealers are truly very small business with few em- 
ployees. For example, LPGA has group hospitalization and insur- 
ance programs that it offers for its members’ use. The over 200 par- 
ticipating companies have an average of 6.3 employees. Other avail- 
able industry statistics support this average. Some 15 State associa- 
tions have similar employee benefit programs for their members and it 
is believed that their averages on number of employees may be slightly 
lower. It all points up the fact that the LP-gas dealer has few em- 
ployees and has a consequent close relationship reflected in existing 
good employer-employee relations. 

The supplying of LP-gas, like all fuels, has extreme seasonal de- 
mands. This necessitates overtime work during peak periods of de- 
mand. The wage-hour law’s provisions that relate to overtime are 
consequently one of this industry’s more serious problems. This is 
not only true of the LP-gas dealer but of the thousands of other in- 
dependent fuel suppliers throughout the United States. The large 
LP-gas dealer-employer operates interstate, or at wholesale, to bring 
him under the wage-hour law. He now pays the minimum wage, and 
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overtime. The smaller dealer, numerically in the majority, and our 
principal concern, may pay a wage equivalent to the minimum, de- 
pendent on geographic location, but rarely pays overtime. Both in- 
dustry segments are faced with the more serious problem on overtime 

somnantinaiaines of the seasonal nature of the industry. While the 
cae dealer may now pay overtime, it is based on the existing mini- 
mum wage. A substantial minimum wage increase multiplies the 
overtime payment requirements. The small dealer is faced witha 
loss of his existing retail and service establishment exemption. In 
most areas it would create a new requirement for overtime payment, 
In some areas it will pose the problem of meeting present minimum 
wage requirements st the proposed substantial increase. Pyra- 
mided on top of this will be the necessity of paying overtime based on 
this newly created high minimum wage base. 

At present the basic wage in this industry is generally above the 
present $1 wage-hour minimum, except for unskilled labor in areas 
where the general level of wages is lower. It is not possible for us to 
present a generalized national picture as to the effect of the minimum 
increase because of these local variations. This emphasizes the de- 
sirability of local determination, particularly in the case of local fuel- 
supplying establishments. 

Federal control, if any, should be related to true interstate com- 
merce. To generalize to the extent possible, we feel that the abrupt 
25-percent increase is much too substantial to take in one bite without 
serious economic repercusions both for the employer and employee. 
The gradual and lesser increase proposed in some bills will avoid this. 
However, we again wish to emphasize that it is our strong belief that 
regulation of local business should be left for local determination. 

The effect of any minimum wage increase on this industry will be 
compounded by the practical elimination, or substantial curtailment, 
of the retail and service establishment exemption as proposed in sev- 
eral bills. This is brought about by proposed inclusion under the 
law of (1) retail enterprises with annual sales of $500,000 and over, 
or other dollar volume or employee quantity criterion, and (2) enter- 
prises with one employee engaged in commerce with annual sales of 
$50,000 or over. 

Although we are not. entirely satisfied with the present criteria used 
for retail, possibly because of the method of interpretation used by 
the Department of Labor, it is preferable to the proposals. The De 
partment’s present determination of what constitutes retail, at. least 
for this industry, relates to an artificially created quantity sale eri- 
terion of 1,000 gallons. It is not satisfactory in that, like any artifi- 
cial yardstick, it sets up a basis for discriminatory treatment betweel 
competitors. We suggest that if any change is made it be to revert 
to the old criterion of retail as being a sale to the ultimate consumer. 

While many small dealers will not be included under the first 
mentioned provision, that is, annual sales of $500,000 and over, the 
second provision will subject substantially all LP-gas dealers to the 
law. 

Mr. Rooseverr. If we raise it, to what figure would we really take 
all the people that you are talking about? 

Mr. Krevrzer. The present provision there which would cover 
enterprises with one employee engaged in commerce with annual sales 
of $50,000 or more. 





M 
visio 
raise 
are t 

M 
the ¢ 

Tl 
lars ; 

M 

LI 
lesse 
not. . 
enga 
ship) 

h 
will 
empl 
estab 
Cons 
deale 

We 
in de 
and ¢ 

Th 
sales 
wage 
over 
busin 
go. 

Or 
over § 
his Si 
tory ¢ 

The 
evide! 
encou 
local | 
difficu 
for th 
left to 
_ The 
immec 
doing 
try d 
Money 
where 
throu; 
Howe 
many 

$50.00 
Par 
twee 
price, 











PA 


n- 
ne 
he 
ii 


In 
it. 
m 


he 


, 
J 


m 
le- 
el- 


m- 
ut 


11S. 
hat 


nt, 
ev- 
the 
ver, 


of 


cri- 
tifi- 
eel! 
vert 
ner. 
irst- 


over 
ales 


MINIMUM WAGE-HOUR LEGISLATION 997 


Mr. Roosrveir. That is not my point. If we eliminated that pro- 
vision and raised the $500,000 figure, to what figure would we have te 
raise it, in your opinion, to get most of the people exempted that you 
are talking about ? 

Mr. Kreurzer. If you raise the $500,000 to a million and eliminated 
the other provision, why, most LP-gas dealers would be exempt. 

Those that are operating with annual sales of over a million dol- 
lars are probably covered under the existing law. 

Mr. Roosrvett. Thank you. 

LP-gas is produced primarily in a few Southwestern States, plus 
lesser east coast and west coast production. Even the smallest dealer 
not located in a production State will have one employee who is 
engaged in commerce through handling the receipt of this interstate 
shipment. 

‘he proposed revision of section 13 covered exemptions from the act 
will not correct this. They apparently only exempt an “employee 
employed by an establishment which qualifies as an exempt retail 
establishment by reason of not being included” under the proposed act. 
Consequently, whether intended or not, this small retail LP-gas 
dealer will be subject to the act unless contrary provision is made. 

We question any theory whereunder artificial yardsticks are created 
in determining that one retail establishment qualifies for exemption 
and another does not. For example— 

The A company has gross sales of $500,000. The B company has 
sales of $400,000. They are competitors. A has the added cost of 
wage-and-hour compliance. B does not, at least not until he takes 
over $100,000 worth of business from A. But A through his lost 
business no longer must comply. So—round and round and round we 
go. 
Or even more drastic—A buys his product from out of State— 
over $50,000 annually. B buys less than $50,000—or buys from within 
his State for sales of up to $500,000 annually. Again, a discrimina- 
tory competitive situation is created. 

These examples of changing conditions also present additional 

evidence of the tremendous administrative difficulties that will be 
encountered in enforcing a most complex law covering innumerable 
local small businessmen. We have not dwelt upon the administrative 
difficulty and expense created by proposed wage-hour law revisions, 
for that should be self-evident. Again, here is a task that can be better 
left to the several States. 
_ The LP-gas dealer can only meet the proposed substantial and 
Immediate wage increases through adjustment in his general costs of 
doing business. Present margins in this intensely competitive indus- 
try do not provide funds for such a substantial hike in payroll. 
Money to pay these increases must be created, or overhead lowered 
where possible. At the customer level this might be passed along 
through a price increase, if possible. Of course, this is inflationary. 
However, this industry is in competition with other fuels that in 
many areas are produced intrastate and would not be affected by the 
$50,000 interstate commerce yardstick. 

Parenthetically, in this respect the proposal creates discrimination 
between local business. In the absence of ability to increase consumer 
price, which is quite likely in many areas, the only alternate at the 
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customer level is to curtail the service that is now given the public, 
This is, of course, not in the interest of the consumer. 

The more likely solutions are in a change in general conditions of 
employment. We have previously noted that most dealers are paying 
above the present minimum wage, but are not paying overtime. This 
industry’s overtime demands are most substantial particularly during 
the winter heating season. Employees recognize overtime as part 
of the job in a fuel supplying business and expect to work longer 
hours at the peak of demand. Employees receive compensation by 
other methods, such as, time off during periods of slack, year round 
employment at a steady wage level, payment of volume commission 
on deliveries, bonus, etc. Overtime is most substantial and in many 
areas payment would reach 25 percent of total wage payments. The 
small retail dealer cannot absorb this increased cost of doing busi- 
ness and would be required to drastically revise his operations. 

The marginal employee, whose contribution is not worth the mini- 
mum will lose his job. Year round employees receiving time off in 
slack season will, to the degree possible, be replaced by seasonal work- 
ers. Employees receiving compensation in the form of commission, 
bonus or fringe benefit, or annual compensation at a high level, will 
lose these benefits in the necessary adjustment. The employer will be 
forced into employment of larger volume transportation equipment, 
that will now become economically practical and will reduce work 
force. 

Accordingly, we come to the conclusion that the proposals under 
consideration by this committee will adversely affect : 

The employee in: creating unemployment among marginal work- 
ers: reducing year-round employment, making it either feast 
or famime; elimination of present compensatory benefits for seasonal 
overtime. 

The consumer in: creating another inflationary step; requiring his 
supplier to curtail essential service in eliminating high-cost over- 
time. 

The employer in: creating another inflationary step which will 
be felt by the small businessmen both as an employer and consumer; 
result in unfair competitive situations within localized small business 
through creating artificial breakpoints in determining inclusion and 
exclusion, such as volume of business, interstate receipt of commodity. 

The Government and the taxpayer in: presenting an administrative 
task that, if not practically impossible of enforcement, would be most 
expensive to administer. 

It is our recommendation that any revision or expansion of wage- 
hour law should be left to the individual States because of the impos- 
sibility of setting a nationwide standard that will equitably handle 
the many varieties of local businesses. 

Extension of Federal authority would be justified only if a serious 
situation existed for which no other remedy was available. However, 
State authority, which can recognize local conditions, does exist and is 
being exercised. Local adjustment with recognition of local condi- 
tions will better serve employee, employer, and the general public. 

We therefore recommend that no change be made in the existing 
Federal wage-hour law. It is particularly essential that the existing 
retail and service establishment exemption be preserved. This exemp- 
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tion is doubly critical and necessary for a fuel-supplying industry 
with its seasonal fluctuations. If anything is needed, it is clarification 
of what is retail through return to the original and common concept 
of sale to the ultimate consumer and elimination of present artificial 
quantity yardsticks. “a 

The creation of new and added artificial yardsticks in determining 
what affects interstate commerce, or what is a retail and service estab- 
lishment is unnecessary and undesirable. We strongly stress the neces- 
sity for the deletion in the bills under consideration of the broad 
amendatory extensions of coverage of the Federal wage-hour law to 
the local retail and service establishment. 

Mr. Roosrvetr. Thank you very much. 

I think the committee recognizes that you do have a very special 
problem. We may disagree with you in your overall recommendations 
and philosophy, but we think we do understand the problems of your 


industry. Pre 
We appreciate your giving them to us. 
Mr. Dent? 


Mr. Dent. I do not think there is any question on the matter. We 
know it is a seasonal occupation, very much so. 

In fact, I had to get the fuel man in at 3:30 one morning. 

Mr. Krevrzer. At the increase in overtime it might be impossible 
tosupply that service at that time. 

Mr. Denr. This fellow is a friend of mine. His problem is that 
they know when there is going to be a big snowstorm everybody wants 
his oil and gas in before the snowstorm. They work around the clock. 

Mr, Kreutzer. That is true, 

Mr. Dent. You do pay them overtime, do you not ? 

Mr. Krevrzer. Not generally speaking. They are compensated for 
it in the form of time off at other periods, or in the form of a bonus. 

Mr. Den'r. You mean time off with pay ? 

Mr. Kreurzer. With pay; yes. 

In other words, they then are assured of an annual wage. There 
are also compensation plans based on the volume of deliveries. 

Mr. Dent. Do you have any figure at all that you could give us as to 
what would be the norm of an annual wage in your industry ? 

Mr. Kreutzer. It varies quite substantially from region to region. 
In the northern part of the country they are generally paying above 
the existing minimum wage. Possibly the South is the only area where 
the minimum wage is not being met. 

Mr. Dent. Maybe we could pass a bill for the South and get this 
over with. 

Mr. Roosrvetr. The chairman is not here today, so I hope we will 
withdraw that. 

_Mr. Kreutzer. As I emphasize our principal problem is on the over- 
time, because, you see, we have the compounding factor here, where 
we would bring them under minimum wage and then add overtime 
on at the same time. 

It would play havoe with our small business. 

Mr. Roosrverr. Thank you very much, Mr. Kreutzer. 

Mr. Krevrzer. Thank you, gentlemen. 

Mr. Roosevetr. Our next witness will be Mr. Leon C. Schachter, 
vice president and director, Washington office, Amalgamated Meat 
Cutters & Butcher Workmen. 
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We are happy to have you with us, sir. 

Mr. Scuacuter. Thank you. 

Mr. Roosevert. Would you proceed in your own way, Mr, 
Schachter. 

I note your statement is not too long. While we are a little behind 
schedule, if you want to—— 

Mr. Scuacuter. I have a statement to make and one to submit, Mr, 
Chairman, which in fact will give our whole picture. 

Mr. Roosevett. Very well. 


STATEMENT OF LEON B. SCHACHTER, VICE PRESIDENT AND DIREC- 
TOR, WASHINGTON OFFICE, AMALGAMATED MEAT CUTTERS 
AND BUTCHER WORKMEN OF NORTH AMERICA, AFL-CIO, AND 
ARNOLD MAYER, LEGISLATIVE REPRESENTATIVE 


Mr. Scuacuter. My name is Leon B. Schachter. I am a vice presi- 
dent and the director of the Washington office of the Amalgamated 
Meat Cutters and Butcher Workmen of North America, AFL-CIO, 

The AMCBW is a labor union of 375,000 members who are or- 
ganized in some 450 local unions throughout the United States and 
Canada. 

The AMCBW and its local unions have contracts with thousands 
of employers in the meat, retail, poultry, egg, canning, leather, sea- 
food processing, and fur industries. 

On behalf of the two principal officers of our union, President 
Thomas J. Lloyd and Secretary-Treasurer Patrick E. Gorman, I have 
submitted a detailed statement with the committee. This statement 
discusses at length the necessity and feasibility of extending the Fair 
Labor Standards Act coverage and increasing the minimum wage, 
It contains economic and statistical data to support our view. 

I respectfully request that this statement be included in the record, 

Mr. Roosevetr. It will be included in the record at this point, or to 
follow your statement, if that is agreeable with you. 

Mr. Scuacuter. Yes. Thank you, Mr. Chairman. 

(The statement referred to eo :) 


STATEMENT BY THOMAS J. LLOYD, PRESIDENT, AND PATRICK E. GORMAN, SECRETARY: 
TREASURER, AMALGAMATED MEAT CUTTERS AND BUTCHER WORKMEN, AFI+ 
CIO 


Today, as on three other occasions in the past 15 years, representatives of 
our union are appearing before your committee to appeal for improvements in 
the Fair Labor Standards Act. The basic arguments of our testimony are, 
frankly, not new. They have been refined, supplemented, and given additional 
statistical basis. But, in essence, they are the same reasons presented to 
this committee two times in the past 4 years for the extension of coverage of 
the Fair Labor Standards Act. 

The reasons for the need to amend the Fair Labor Standards Act have not 
changed because the problems caused by the unjustified exemptions in the act 
have not essentially altered in the last 2, 4, 10, or 15 years. The problems 
have only become more serious, and more harmful to the Nation and individual 
families. The exemptions are just as unsupportable as they were in the past. 

Yet, unfortunately, the appeals for minimum wage and maximum hours pro 
tection for millions of unprotected, low-wage workers have not been answered. 
On the contrary, in 1949, still more workers were exempted. And in the early 
1950's, in 1955, 1957, and 1959, nothing was done to repair either this damage 
or the original exemptions of the act. 
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In the field of minimum wage increases, Congress has acted more favorably. 
in 1945, 1949, and 1955, the minimum wage was raised. Our statement will 
show that there are very definite human and economic reasons for Congress to 
repeat these actions. 

We would not be frank if we did not mention our disappointment at the 
ack of action in increasing the Fair Labor Standards Act coverage. How- 
ser, we are also hopeful. We look forward to action by this session of Con- 
ess. We hope that the suffering and economic damage caused by the exemp- 
tions will, in 1960, become a past evil. 

We, therefore, heartily endorse the support which President George Meany 
f the AFL-CIO has given to H.R. 4488. We are in complete accord with the 
testimony Mr. Meany has presented. We would like to supplement it by pro- 
riding additional information about the need to increase the coverage of the 
fair Labor Standards Act and to raise the minimum wage in the industries 
vith which our union is most familiar. 

Our statement will attempt to prove the need to: 

(1) provide minimum wage and maximum hours coverage in the seafood 
processing industry ; 

(2) provide maximum hours coverage in the processing of vegetables, 
fruits and some other foods by eliminating the two overtime exemptions for 
this industry ; 

(3) provide minimum wage and maximum hours coverage in the retail 
food industry ; 

(4) increase the minimum wage to $1.25. 

In addition, we will make a brief appeal to you to provide minimum wage 
ind maximum hours protection to the most poverty-stricken and depressed 
group of workers in our society, the workers on large corporation farms. We 















3. firenot going into detail on this point, since we understand that this legislation, 
- isembodied in H.R. 4948, will not be covered in this hearing. However, we 
vant to appeal for the holding of hearings on this bill in the immediate future 
t hid soe ee pays the opportunity to testify in detail on the need for 
islegislation at that time. 
8 We want to emphasize that our concentration on the particular industries 
t fisted above does not mean we are neglecting the need for action in other in- 
r dustries. Far from it. We believe that every provision of H.R. 4488 is needed 
tnd should be written into law. We singled out the industries above because 
& ©Bthese are the ones in which we have knowledge. We know that other unions 
_ organizations abn ng data on the need for the Kennedy-Morse-Roose- 
, pltprovisions in other fields. 
0 I. SEAFOOD PROCESSING EXEMPTION 
The almost total exemption from coverage for the 22,000 or more workers 
in the seafood processing industries sharply illustrates the principle that seems 
Ohave been written in too much of the present Fair Labor Standards Act: 
Y 7 oe a be weakest for those whose need for wage-hour protection 
sthe strongest. 
Le The auto workers, the packinghouse workers, the steelworkers, or the skilled 
lachinists operating from a position of bargaining strength is able to win con- 
of Plons far above minimums prescribed by the statute. For such workers, Fair 
in bor Standards Act coverage is clear cut and complete. 
re, On the other hand, workers in such industries as canning and fish processing, 
nal here little such power of self-help exists, are, in effect, denied all wage-hour 
to p’etage. It is as though only the poor were forbidden to sleep under bridges. 
of ich coverage as has been provided for workers in the seafood processing in- 
— “as riddled with anomalies baffling the analysis of the most astute ad- 
not Strator. 
act # Canning coverage riddled with exemptions 
a Inthe Fair Labor Standards Act, as enacted in 1988, all workers in the seafood 
ast Ty were excluded from minimum wage and maximum hours protection. 
res 1949, Congress made a small improvement by providing miniumum wage pro- 
red, og for workers employed in a “single, uninterrupted canning process.” 
arly - Step, although in the right direction, has met only a small part of the 
aa em facing seafood processing workers. Not only were the majority of these 


tkers still without minimum wage and maximum hours protection, but the 
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canning provision has been applied with such a wealth of complexity and exemp. 
tions that it does not do what it was meant to do in its very limited field. 
For example, the $1 minimum wage provision in seafood canning does not 
apply to: 
Workers placing fish in cans which are not hermetically sealed. 
Workers engaged in operations preliminary to actual canning. 
Workers labeling or packing cans of fish. 
Workers not employed 80 percent or more of their time in canning fish, 
Office workers, maintenance men, and truckdrivers employed by fish cap- 
neries. 


2. Coverage needed 

Few workers are so urgently in need of the Fair Labor Standards Act protec 
tion as those in the seafood processing industry. 

This point was unwittingly emphasized by the spokesman for the National 
Fisheries Institute when he testified before the Senate Labor Subcommittee last 
year. He said that coverage for these workers was “unthinkable,” but this 
gentleman, the president of one of the very large firms in the industry, testified 
that his firm’s “average wage at all of the plants that we operate at the present 
time is 87 cents an hour.” He further declared, ‘We start all workers, regardless 
of experience or productivity, at a minimum rate of 65 cents.” 

In this industry wages go as low as 60 cents an hour. Not far from Wasb- 
ington, in Norfolk, Va., and Hampton, Va., women work on fish for 65 cents an 
hour. On the gulf coast wages are generally below $1 an hour—and often in 
the 60, 70, and 80 cents area. This industry is seasonal, and workers are often 
able to find work only in the season. The results are very low annual earnings 
and fantastic poverty. 

Consider, for example, the report of a union representative who talked to 
oyster, crab, and shrimp workers in the metropolitan area of New Orleans. 
These workers were comparatively lucky. Because they worked in a city area, 
their wages were high for the gulf coast seafood industry—$1 an hour. Yet, they 
were able to find consistent work only during the two seasons: April to June and 
August to November. Their average earnings were generally below $1,000 a year. 

The exemption from the Fair Labor Standards Act coverage brought other 
problems, according to our New Orleans informant. He wrote, ‘These el- 
ployees have told us that they have been called out at 3 a.m. and will wait arounl 
for as much as 4 hours before being sent to work. Others will be sent home and 
told to report the following morning after waiting 4 hours. After beginning 
work, these employees may work anywhere from 1 hour to 22 hours a day at 
straight time.” 

He continued, ‘“‘All of these workers are required to furnish their own wi 
forms, which cost between $3.50 and $5.50 each. Because of certain health regu 
lations, these companies insist that employees wear clean uniforms every day 
they are called to work. In addition to the uniforms, certain of these companies 
require the workers to purchase rubber boots and aprons at their own expense.” 

He concluded, “Working conditions are just about as bad as you will findit 
any industry in America.” 

National averages mask the abysmally low wages paid in some sectors of the 
industry. This is mainly due to the comparatively high wages paid on the 
Pacific coast, where organization of seafood workers by unions has made Col 
paratively good headway. However, a number of very obvious conclusions Cal 
be drawn from the national statistics. These conclusions show the need to prt 
vide full Fair Labor Standards Act protection for workers in this industry. 

According to the 1954 Census of Manufactures, there were in that year 11,28 
workers in the packaged seafood industry. Their average hourly earnings welt 
$1.15, as compared with $1.31 for the 1,425 workers in the cured fish industt! 
(S.LC. 2032) and $1.48 for the 14,125 workers in the canned seafood industt 
(S.1.C. 2081). 

The U.S. Department of Labor gives no reports on earnings or employmell 
for packaged seafood, but data from the Annual Survey of Manufactures for I 
(p. 16) shows 1956 earnings for production workers in the industry actually 
below the 1954 level of $1.15. By 1956, the 10,510 workers of the industry pt 
in a total of 16,226,000 man-hours for total wages of $17,356,000, or $1.07 an how’ 

In other words, while hourly wages in most industries showed average increas’ 
between 1954 and 1956, the packaged seafood industry has shown an aver 
decrease of 8 cents an hour in the same period. Workers in this industry ™" 
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only earn low wages, but these wages have actually become lower. 
situation which certainly calls for correction. 

It is safe to estimate that in 1960 workers in the packaged seafood industry 
earn an average of at least $1 an hour less than the average prevailing in all 
American industries. 

The seafood canning industry, which is partially covered by the minimum 
wage, Shows a higher average earning for workers. For this industry, together 
with the numerically much smaller curing operations, the Bureau of Labor 
Statistics is able to provide figures for average earnings and hours worked: 


Weekly earnings, weekly hours, and hourly earnings—Seafood, canned and cured, 











1951-58 
Average Average Average 
Year weekly weekly hourly 

earnings hours earnings 
EERE Te EE SS PA eee SS SRE ee oe $44. 40 29.8 $1.49 
eae Ls GS habnbchared Slee seek bee ek alld baie ine 45. 57 31.0 1.47 
De iicnn nish ann ch vecdth beeen te sbbcnigttsian gta thbibtaie od 45. 00 29.8 1. 51 
Se cca ncnntiuescasannncnstsatsuaccaseeasedattasmeeneatt 46. 82 30.4 1, 54 
SEAS dadtibahubachtnteninahtktapdéaanteeduheudaninne’ 50. 55 32.2 1. 57 
a ee ee a ee eS ee 50. 66 30.7 1. 65 
RE a a nan a a aaa eteenes eaneret a nahe aan aaa aerate 52.19 30.7 AE 
IR RR RS ae RT ee SRE eee Be 54. 95 30.7 je 
SEES. wn gtlve sebuah kéaghbbadenadanltcdidadache weeeweesealh 58. 28 31.2 1. 87 














i 1st 10 months, 


Source: Bureau of Labor Statistics. 


The average hourly earning of $1.87 in the first 10 months of 1959 are 35 cents 
an hour below the average of all manufacturing wages. But it much above the 
average Wages in other seafood processing industries. This difference is at least 
partially attributable to the minimum wage coverage which the Fair Labor 
Standards Act provides for seafood canning. 

The Bureau of Labor Statistics data also show that maximum hour protec- 
tion of the Fair Labor Standards Act can be provided to seafood canning work- 
ers without any perceptible impact either on work schedules or rates of compen- 
sation. The average weekly hours stayed far below the 40 mark in this industry 
in the past 9 years. 

3. Regional wage differentials 

As previously indicated, a very large wage differential exists between various 
parts of the Nation in seafood processing. The gulf coast area is a low-wage 
wne. The Pacific coast is a relatively high wage zone. Average wages in the 
latter area are some 90 percent to 100 percent higher than on the gulf coast. 


The following table, derived from the 1954 Census of Manufactures, docu- 
ments this fact: 


1954 seafood processing hourly earnings regional comparisons 




















Region Canned Cured Packaged 
seafood fish seafood 
| 
Northeast and north central.........-......------..-----..--- $1.19 $1. 45 $1. 44 
Ri RIS pei af in a Sad EY EE 2) ay Fd 94 90 . 89 
Mepenast (ois. lt Eee Bae My eS 1. 86 | 1. 69 1. 67 











It is certain that wage trends since 1956 have not served to reduce these giant 
seographical differentials. In fact, they have, undoubtedly, been widened by 
- tendency of northern and Pacific wage levels to follow general patterns of 

e areas, 

The existence of these large wage differentials within the borders of a single 
country must be a matter of national concern. They are the source of much 
unfair competition. 

Continuance of these low south coast wages is in obvious conflict with na- 
tional economic policies of security and growth. It is inconsistent with any 
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national policy to allow such wage levels, wage levels of subjection and misery, 
to continue where it is within the power of the Federal Government to act fo 
their amelioration. 


4. Union contracts 


Wage rates negotiated by our union and others amply show that seafooj 
processing firms can readily pay the minimum wage and time and one-half fo 
work over 40 hours a week. Our negotiations in this industry have been hap. 
pered by the very low wages which many of the firms paid when first organize 
and the competition from the firms which still pay substandard wages. 

In Crisfield, Md., for example, our local union 453 organized Mrs. Paul's 
Kitchen in 1957. Wages at that time were 75 cents an hour. They are being 
brought up now. The minimum currently is $1.10 an hour and will go up further 
in the future. In addition, the contract provides company-paid vacations, con. 
pany-paid life insurance, and paid holidays. 

Considering the low starting wage and the unfair competition in a poorly 
organized industry, our local unions have done well in providing a better stané- 
ard of living for seafood processing workers. Listed below are the minimum 
wages of some contracts on file with our research department. Some of theg 
minimums are higher today than listed here, since the contract on file may 
somewhat dated. 








Mini- 

Time mum 

and one- full 

Local City and State Contract half rate 
No. paid (after 
after proba 

Hours 

2 | Gloucester, Mass.................. Gloucester fish agreement ............. 40 $1.4 
hk 2 ee ee Deals Sea Food Co........-.-.-.-.-.-- 40 12 
115 | San Francisco, Calif............... Whale workers agreement...........-- 48 1& 
149 | Baltimore, Md___.-.---....-.--.-. O. E. Wentworth & Co.-.....-......- 45 12 
158 | Willapa Harbor, cn. cokes SPI IN on cece nannccesranme 44 Lf 
196 | Philadelphia, Pa_...........-.---- Doylestown Processing-............... 40 Li 
196 |_...- ae te cael ts ee ceed ual Mrs. Paul’s Kitchen. ................- 40 1a 
247 | Bellingham, Wash--_--....-----.-. ES KP 40 12 
324 | Eugene, Oreg.-.............-..... Coos County area agreement.._....... 48 1 
je hae Mrs. Paul’s Kitchen. -................- 40 1.0 
as aS eS 1 eae 40 19 
550 |..... Rs SAE SARA RE eet. Vita Food Products._.....-..........- 40 19 
560 |..... a al OS ee ee 40 24 

















5. Industry profits 


The seafood processing industry can hardly claim poverty to avoid paying: 
minimum wage of $1.25 and time and one-half for overtime. The table below 
summarizes profits made by leading corporations engaged in processing seafood: 


Net income of 10 fish processing corporations, 1952-57 
































Name 1952 1956 1957 1958 1959 
Alaska Packers Association..........------ 1 $531,752 | $584,131 | $586,710 | $179, 993 1 $35, 44 

7 a le eR 117, 182 44, 228 34, 776 1 35, 055 () 
ostn Pusewees. J... 5 <2. .27.5.-..-.--- 661, 166 801, 895 725, 627 842, 595 889,155 

Columbia River Packers. -..------------- 338, 497 717, 711 767, 419 863, 036 () 
Gorton’s of Gloucester_..-.-.-------------- 69. 175 62, 539 70, 720 120, 220 214, 8 
Pacific American Fisheries---------------- 324, 357 868, 324 678,407 | 1748, 575 123, Ii 
Seni Core.) 265200631 cok Geri ks suc. 51, 478 35, 201 141, 837 169, 601 229, 8 
Van Camp Ses Food......-.--..-.-4.----- 435, 259 | 1,119, 336 940,625 | 1, 407, 634 1, 767, 4 
Vita Food Products. ....-.---------------- 387, 963 503, 110 378, 494 418, 823 487, 7 
_ 

2A AE 8 oot Bia as Sh alee 1, 853,325 | 4,736,475 | 4,324,615 | 4, 785, 532 ® 

1 Deficit. 


2 Not available. 
3 Fiscal year ended Dec. 31, 1959, no report available yet. 
4 Not complete. 


Source: Moody’s Industrials; profits from year to year have fluctuated. 
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6. Arguments for seafood exemption exploded 


In the foregoing sections, we have shown why seafood processing workers 
should, and must, have the protection of the Fair Labor Standards Act. In the 
following few pages, we would like to analyze the arguments which are presented 
against such coverage and demonstrate how fallacious these arguments are. 

We would like to use for the example the testimony of the National Fisheries 
Institute, which was the main spokesman for the seafood industry in the most 
recent hearings on Fair Labor Standards Act amendments previous to this one. 
The institute appeared before the Senate Labor Subcommittee on May 14, 1959. 
Its testimony may be found on pages 569-576 of the printed record of the sub- 
committee hearings. 

The institute discussed the seafood processing industry as if its operations 
were the same today as in 19838. Thisis not true. The firm which attempts to 
use 1938-type equipment or operating procedures would not last in business long. 

New machinery, some of it semiautomated, has tremendously regularized and 
stabilized the industry. New operating procedures have had the same effect. 
If there ever were valid reasons for the act’s seafood exemptions, the new ma- 
chinery and operating procedures have certainly removed it. 

The institute specifically provides three “reasons” why Fair Labor Standards 
Act coverage for seafood workers is “unthinkable.” We would like to discuss 
each of these. 

(a) Variance and unpredictability of catch.—Undoubtedly fishing vessels do 
not bring in the same catch one day as the next. However, wide fluctuations 
during the season are things of the past. Fishing vessels and fleets now use a 
variety of equipment to avoid large variations. One is the fish scope, a type 
of radar equipment to find the fish. In some operations, airplane spotting is 
used. Further, the ship-to-shore telephone keeps processing firms and dealers 
continuously advised on what the catch is and will be. 

As “evidence” for its contention that there is a great variation in the catch 
and supply, the institute offered a graph from Fishery Leaflet 393 of the 
U.S. Department of the Interior. This graph shows a plateau for January to 
April, a movement upward from April to a peak in June, a steady downward 
movement, June through October, and a slower downward movement, October 
through December. It shows one big season for fishing, April through October. 
In the other months, the catch is much smaller. It does not show wide daily, 
oo or monthly fluctuations, as the institute would like the committee to 

ieve. 

About the same type of variation could be pointed to in other industries. For 
example, the meatpacking industry, which has been fully covered by the Fair 
Labor Standards Act since the law’s enactment, has seasons when slaughter 
is heavier than others. Yet it has never claimed any relationship for these 
seasonal factors to Fair Labor Standards Act coverage. 

And even if there were tremendous ups and downs in the catch from day 
to day, week to week, or month to month, how does this concern the payment of 
a halfway decent wage? 

Does the institute mean to say that seafood processing firms keep workers on 
duty and pays them when the catch is small and there is little work? And does 
it claim that because of such payment for little work, it must provide substand- 
ard wages? 

The institute makes no such claim. Such situations are certainly not true. 
Earlier in this statement we described the economic condition of crab and 
shrimp processing workers in the New Orleans area. They earn less than $1,000 
a year. These workers are employed, and are paid, only in the season. Wait- 
ing time—the time spent by employees after they have been called to work, 
but aN not given work by employers—lasts for hours on some days and goes 
unpaid. 

Further, the spokesman of the institute, himself, stated that his firm pays on 
the incentive basis. So do many of the firms in the industry. 

In other words, if there were extreme variations in the catch, it would still 
be irrelevant to minimum wage coverage. For the employees get paid only when 
there is seafood to work on. 

In fact, the lack of Fair Labor Standards Act coverage has provided an 
incentive for sloppy management practices. Firms are not as concerned about 
the scheduling of work as are ones in other industries. There is no wage 
Pressure on them for that. 
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(b) High perishability of product.—This “reason” against coverage is another 
point which is irrelevant under 1960 conditions. Of course, fish are perishable. 
However, machinery and operating procedures have been developed which vir- 
tually erase perishability as a matter of concern. 

Firms processing fish have quickfreeze cabinets which freeze fish parts 
in a matter of 30 minutes. They have penrooms with low temperatures. They 
have blastrooms for quickfreezing of the whole fish. They have machinery 
which moves the fish into the quickfreeze, automatically ejects the fish when the 
fish are frozen, and moves them into storage rooms. They have refrigerated 
trucks to take the fish to market. 

Other machinery has been developed to fillet and skin some types of fish. 
This, and still other machinery, cuts the worktime and allows for storage, 
These developments in the industry have reduced overtime by more than # 
percent in 10 years in the Gloucester, Mass., area. 

Again, one can refer to other industries. The meat and poultry industry 
deal with a perishable product. In fact, there is much less freezing of meat 
than of fish. Yet these industries are fully covered by the Fair Labor Stand- 
ards Act with no bad effect. 

Even if this argument of the institute had basis—and it does not—should 
workers, therefore, be forced to live on 65 cents an hour? Would they be 
responsible for the perishability of the fish? Are they to subsidize management 
because the companies are dealing with a perishable product? 

Such questions are the logical outcome of the attempt to argue that perish- 
ability of fish provides a reason against Fair Labor Standards Act coverage. 

(c) Foreign competition—The third reason given by the institute for oppos- 
ing Fair Labor Standards Act coverage for the seafood industry is foreign 
competition. Actually, it is questionable how much and how widespread 4 
harm is done to the seafood processing industry by foreign competition. 

Undoubtedly, American offshore fishing operations are hurt, but these are 
different from processing, and are not affected by H.R. 4488. The processing 
industry, on the oher hand, receives some of the foreign catch of fish unproe 
essed, and a large part of it semiprocessed. It then processes or further 
processes the product of foreign competition. It cooks and freezes the foreign 
caught fish. It makes it into fish sticks, fish dinners, and other products. 

Some seafood is strictly an American product. It is harvested in American 
territorial waters and is not affected by foreign competition. 

Therefore, as far as the seafood processing industry is concerned, some 
firms are hurt by the foreign competition. However, the majority of the 
industry is either unaffected or benefited by the operations of the foreign fleets. 

If the seafood industry could prove that it is seriously harmed by foreign 
competition, it has means available to seek relief. It need not, and should not 
attempt to keep wages at starvation levels for this reason. 

The textile industry certainly faces more extensive foreign competition than 
even that alleged for seafood processing by the institute. Yet, it not only is 
covered by the Fair Labor Standards Act, but the low-wage part of the industry 
has recently begun voluntarily to increase workers’ pay to a minimum of $1.3 
an hour. 

In fact, the really serious problem of unfair competition in the seafood indus 
try comes not from foreign, but from American, sources. Previously in this 
statement, we have shown that wage rates on the Pacific coast average % 
much as double those paid to the southern coast. In nearby areas, as Glouces 
ee, Mass., and Portland, Maine, wage rates differ as much as 50 cents a 

our. 

This is the unfair competition which is really harming the industry. This 
is the unfair competition that is driving out of business these employers wh0 
try to pay at least a basic minimum wage to their workers. This very great 
problem in the industry can best be met by providing a $1.25 minimum wage 
pro 40-hour workweek in the seafood processing industry, as proposed in HR 
4488. 

In short, the arguments opposing Fair Labor Standards Act coverage for the 
seafood processing industry fall apart when analyzed. These arguments are 
at best alibis for wages of 65 cents an hour. 

The irrelevance and baselessness of these arguments are further telling poin’ 
that the seafood processing exemption of the Fair Labor Standards Act should 
be eliminated. 
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II. FIRST PROCESSING AND SEASONAL OVERTIME EXEMPTIONS 


Among the least known, but very harmful exemptions in the Fair Labor Stand- 
ards Act are the two which provide a 28-week period in which no overtime, or only 
limited overtime, need be paid to workers who process vegetables, fruits, and 
some other food products. These are often referred to as the seasonal and first 
processing exemptions. 

They are: 

(1) Section 7(b) (3) which provides that the employer may run work schedules 
up to 12 hours a day and 56 hours a week for 14 weeks without paying the time 
and one-half rate for overtime in an industry which the Secretary of Labor has 
classified as “seasonal.” 

(2) Section 7(c), which provides that for a period of 14 weeks (and this is 
an additional 14 weeks) an employer does not have to pay any overtime whatso- 
ever, no matter how many hours worked, to employees engaged in— 

(a) first processing of or in canning, or packing, perishable or seasonal 
fresh fruit or vegetables ;: 

(b) in handling, slaughtering, or dressing poultry or livestock ; 

(c) or in the first processing within the area of production of any agri- 
cultural or horticultural commodity during seasonal operations ; 

(d) in first processing of milk, buttermilk, whey, skimmed milk, or cream; 

(e) in the ginning and compressing of cotton, or in the processing of cot- 
tonseed ; 

(f) in the processing of sugar beets, Sugar beet molasses, sugarcane, or 
maple sap, into sugar. 


1. Complete overtime exemption 


Thus, for all practical purposes, the major food corporations of the Nation 
are free of any effective maximum hour coverage during 28 out of the 52 weeks 
of the year. They are required to meet the minimum workweek standards im- 
posed on the rest of American industry only during the 24 weeks of the slack 
season. In practice, this amounts to a 100-percent exemption from maximum 
hour coverage since the workweek in canneries normally runs no more than 37 
or 38 hours during slack months of the year. 

Retention of these two exemption periods can find no support in logie or in 
justice. Their only effect is to keep down workers’ wages. 

Presumably, the original justification of these exemptions lay in the need for 
a certain amount of overtime in the processing of perishable crops. For a few 
weeks in the year at the peak of the crop seasons some overtime is doubtlessly 
necessary in the canning of fresh fruits and vegetables. 

However, the facts of the situation indicate that (1) the need for overtime is 
far less substantial than had been assumed for the canning and preserving in- 
dustries and (2) these industries are as fully able as nonexempt ones to provide 
the level of pay for needed overtime work which is now recognized as fair 
premium for the special fatigue and strain of overtime work schedules. 


2. Perishability and variations 


The great use of modern machinery and even automation in processing vege- 
tables, fruits, and other foods has destroyed the major argument—major alibi, 
would be more accurate phraseology—of those groups which insist upon the 
maintenance of the seasonal and first processing exemption. They have told 
congressional committees time and time again that these exemptions are needed 
because of the “perishability and variation in supply of crops.” 

This alibi for the exemption may have had some basis in 1938. It certainly 
has none today. 

Processing fruits, vegetables, and other exempted foods has become a highly 
mechanized and semiautomated industry. Even small firms make great use of 
complex machinery or else they cannot remain in business today. Mechaniza- 
tion and semiautomation have taken a great deal of the guesswork out of the 
industry. Perishability is a negligible factor and operating procedures have 
been so arranged that variations in supply have been sharply limited. 

The operator of a medium-sized vegetable processing company has declared 
that once a call is made to his plant that vegetables will be available, he will 
have those crops in production in a maximum of 20 hours—less than a day. The 
vegetables will be picked up in a refrigerated truck. These trucks operate on a 
clock-around schedule and he can hire as many as he needs. 
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Once the product is in the plant, machinery quickly processes it. In many 
plants today human hands do not touch the product during most of its process. 
ing journey. Semiautomation is widespread. Machines direct the machines, 

Take, for example, the cooking and filling operations. The product is put 
into kettles. The cooking is done by machines, mostly automatically. Men 
watch gages. The kettle is then moved by men to the filling operations. It 
hovers over the cans, fills each one and automatically stops at exactly the right 
moment. The cans move on and are automatically sealed. Labeling is done 
automatically. A machine places them on the cans. The can are stacked by 
machine and assembled in the box. 

Few operations require human hands. Only a small number of workers are 
needed. 

Even the small, seasonal operations have a great deal of machinery. For 
example, in the processing of beans, they have the bean nipper. This device 
cuts the ends of beans. It eliminates many workers. The small plants also 
have the automatic blancher, which steams the beans and readies them for 
canning. Neither one of these machines are costly. Both are portable for use 
almost anywhere. 

In short, more progress has been made in automation in the processing of 
vegetables, fruits, and other foods affected by the first processing and seasonal 
exemption than in all but a few industries. This development, as well as the 
high degree of mechanization, has changed the processing industry into some 
thing completely different than it was in 1938. 

Although opponents of S. 1048 still present the same arguments they did in 
1938, these arguments are no longer valid. They have been mechanized and 
automated out of existence, just as the jobs of thousands of workers in the 
industry have. 


8. Amount of overtime 

How much overtime work do the canning and preserving industries actually 
need to meet seasonal production requirements? Examination of the facts show 
that the actual workweek in these exempt industries has averaged no longer 
than in industries now paying time and one-half overtime rates. In fact, total 
overtime hours worked by the exempt canning and preserving industry was 
lower than the average for all industry as reported for the first 10 months of 
1959 by the Bureau of Labor Statistics. Averages for the last year were re 
ported as follows: 














A 

wee 

hours 
Canning and preserving_____------_--- ee A Bead RE ee 38.1 
All manufacturing___-_ CURD 2 oe RR AAR Ae tite 40.3 
Durable goods__- NL EE Tet EB VRE ek Malt Aas MS EL ea hs 40.8 
Nondurable goods___-~ I ae 39.6 





Even the canned fruits, vegetable, and soup industry in the first 10 months 
of 1959 averaged only 39.4 hours work per week. This was a shorter workweek 
than in most of the other manufacturing industries where time and one-half was 
paid for every minute worked above 40 hours in the week. These other indus 
tries needed some extra hours of work and paid for it at statutory premium 
rates. 

Premium payments for the actual hours worked above 40 during the peak 
seasonal period of July to September would have represented no unsupportable 
economic burden. For the canning and preserving industry and for its cal- 
ned fruit, vegetable, and soup division, the 1959 record showed declines from the 
1958 levels: 

















Canning and preserv- | Canned fruit (hours) 
ing (hours) 
1959 1958 1959 1958 
EE EE, Cee eee PEN SNe OREN Eee Pe wl 38 40.7 40.3 42.8 
Ep aie trier ~ <heteariy eraaerta 41.9 42.1 43.1 43.0 
a fll ot ln ik li i all tes 39.2 42.3 40.1 44.6 
gh MFT Ts BET aE 37. 40. 2 39.2 41.7 
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None of these average hours is outside the normal range of work schedules 
which exist in industries whose workers have not been deprived of a premium 
rate of pay for longer and more onerous work schedules. In fact, in the meat- 
packing industry, where time and one-half is the universal standard, seasonal 
work schedules in the past have averaged well above the level shown for this 
exempt industry. 


4. Length of harvest seasons 


The needlessness of these exemptions can be shown another way. No harvest 
season of any vegetable in any part of the country lasts more than a fraction of 
the 28 weeks which the exemptions of the Fair Labor Standards Act provide. 
In its booklet, ‘Vegetables for Commercial Processing,” the Department of Agri- 
culture lists the most active harvest dates for 11 vegetables chiefly used for 
processing in some 350 main producing areas of the Nation. Two-thirds of these 
area harvesting periods last 4 weeks or less. Only 13, or 3.8 percent of them 
last more than 8 weeks, 

Here is a breakdown of these regional harvesting periods: 




















SWOGKS OF 1UE...nccadonaanneanned 71|10 weeks_____ 5 
8 weeks_____ » Masia Hin tee 59|12 weeks___ 3 
ie ei EE: IRAE ALD RET AO 95114 weeks 2 
6 weeks________ 79116 weeks 1 
OE ree Ot Aree 22'18 weeks 2 





Source: ‘Vegetables for Commercial Processing,” U.S. Department of Agriculture, 1954. 

In other words, corporations or their trade organizations attempt to justify 
these exemptions by claiming they are needed to meet the peak work at harvest 
time. But the fact is that no harvest period lasts anywhere as long as the 
exemptions, 


5. Need for exemption elimination 


The total elimination of both the seasonal and first processing exemptions 
would impose no conceivable operating problems on the canning industries. Un- 
der no circumstances could it mean crops rotting on the ground because the 
cannery or processing plant could work no more than a 40-hour week. In the 
great number of this Nation’s areas where labor surpluses exist, the ending of 
the exemption would mean simply the hiring of a certain number of additional 
workers and a consequent reduction of some unemployment for a few months of 
the year. This could certainly be described as a worthy objective of national 
policy in this period when unemployment continues at a level of more than 4 
nillion. 

Or it could mean a little more money for workers already employed in the 
processing plants, whose wages are comparatively low. Such increases in take- 
home pay to this group of notoriously underpaid workers would hardly be in 
conflict with national policy or with the interests of the economy. 

All the evidence indicates that this group of workers is most urgently in need 
of this minor economic gain. Here, for example, is the record of average hourly 
earnings for workers of the industry from 1947 through 1959, compared with 
similar figures for the average of all manufacturing workers: 


Comparison of hourly earnings in canning and preserving with all manufacturing, 








1947-59 
Year Canning and| All manu- | Cents differ- 
preserving facturing ence 
I ee a ee a ne ee ee ree $1. 041 $1. 237 17.6 
ate incall Degen te = Tet lt Aetna Rectan Be, «ca ari Roe ic PRS 1,116 1, 35 23.4 
APR RRP eer eer ar PRL Pre. 1 Se 1, 128 1,401 27.3 
AISA 2 RRP reg ey Riese at Beier eR 1,191 1, 465 27.4 
M4122. ch oeedid cdade tbELGdl cd tuhh ke coh cbdbeb aie 1.27 1. 59 32.0 
| SSIES Poa g 1 OE RGR AEG i iekat p48 e 1,32 1, 67 35.0 
tt, ALE PRE LS lect adel LAR Gel BGS ly ahs Soli a 1, 36 1,77 41.0 
ORE AE ie ae IPR Erste ls Re Cy ab tee 1.41 1.81 40.0 
Bie 2. 3553555 53 itd bu asddbitd tie dabble dbddhins Mdwbnee Lalas ate 1. 46 1.88 42.0 
Di iciidskien chicb tina ibncahndddivadhisench<tnbscodslabares 1, 57 1.98 41.0 
rE Ep re ri Hae naire 1. 63 2.07 44.0 
ee Se ee a 1. 67 2.13 46.0 
Tie \ cathe, damieiesstbn tatieldniticmas i. otedaue 1.74 2.22 48.0 
MNS Md) 1ONT.... . ndtcbntedis sedan d-denceneiadcsidiiad- . 699 Na. dda 

















‘Ist 11 months (November figures preliminary). 
Source: Bureau of Labor Statistics. 
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This table shows that workers in the canning and preserving industries are 
far behind the average wage paid to American manufacturing workers. In 1959, 
the difference was 47 cents an hour. But, worse yet, canning and preserving 
workers are falling farther and farther behind every year. In 1947 they were 
17.6 cents under the manufacturing average wage; in 1950, 27.4 cents; in 1953, 
41 cents; in 1956, 41 cents; and in 1958, 46 cents. 

6. Small cost of 40-hour week 

What would happen to workers’ wages if time-and-one-half payments had 

been made for overtime worked during the peak months of 1959? In the months 


of maximum worktime in 1959 in the canned fruits, vegetables, and soup indus 
try, actual work schedules and hourly earnings were: 





Month | Hours Hourly 





earnings 
RAs cnteetin dh dew llde widen seth aabhenuimdngnd as ntbdoud sacwudedaten 40.3 $L.2 
NE. cntrthinindtininamerntieenamunswntbsles thaatdedctescecsccsscansessetect 43.1 L% 





Even if we assume that no overtime payments were made in 1959 to increase 
the average hourly earning figures above, the added cost of meeting time-and- 
one-half payments would have been only 5 cents an hour in July and 9 cents an 
hour in August.’ 

This means that if the time-and-one-half rate had been paid for these heavy 
work schedule months it would have increased average wages in the fruit, vege 
table, and soup canning industries—the part of the canning industry with the 
most overtime in peak months—to $1.77 in July and $1.79 in August. These 
average wages would still have been 46 cents an hour below the average man 
facturing wage for July and 40 cents below the average manufacturing wage 
for August. 

It is, therefore, obvious that providing the 40-hour week in this exempt indus- 
try by elimination of the seasonal and first processing exemptions can hardly 
have an adverse effect on the industry. The costs will besmall. But elimination 
of the exemptions will put a little more cash in the pockets of low-paid workers 


7. Sharp productivity increases 


Not only do these workers need such an increase, they also deserve it because 
of their productivity increases in recent years. Unit labor costs have very rap 
idly declined in the canning and preserving industry. Consider the table below 
which compares the indexes of earnings and output per man-hour in these indus 
tries between 1947 and 1959: 











[1947 = 100] 

eA 7 
| Average Output per || Average Output per 
Year } hourly | man-hour || Year hourly man-hour 

| earnings I} earnings 

ma | i} — | ae 
108. 4 111.5 jaa a ke ae all | 140. 2 145.3 
| 114.4 | 198:8 '1}'1088.. 0-00-11. 0 022224 150.8 154.9 
122. 0 127.0 ee ae 156. 6 150.9 
126.8 128. 2 || 1958__.._--- 160. 4 1641 
130. 6 129.2 |! 19591. | 166. 2 171.7 

135. 4 140.0 | | 











1 Jst 10 months. 


Source: Bureau of Labor Statistics 1949-57. 1958 and 1959 are estimated from Federa! Reserve Boatl 
production and BLS man-hour data. 


Between 1947 and the first 10 months of 1959, hourly earnings in canning and 
preserving have increased 66.2 percent and output per man-hour 71.7 percett 
Therefore, wages paid per unit of output fell by 5.5 percent. For a given volume 
of production, the industry in 1959 paid 5.5 percent less money in wages thanit 
did in 1947. 


1Source: Estimate using the Bureau of Labor Statistics adjustment factors for est! 
mating the effect of various levels of weekly hours on hourly earnings. 
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8. ‘Farmers’ sacrifice” 

The argument that “if full overtime coverage were extended to the processing 
industries, farmers would have to pay the cost” is a special favorite of those 
groups Which oppose eliminating the seasonal and first-processing exemption. 

These groups are very fond of quoting productivity figures in other industries, 
put they never seem to do it in the canning and preserving industries. The 
reason for their reluctance is that productivity in these industries has far outrun 
wage increases. As previously shown, wages have fallen behind increases in 
productivity. 

Therefore, in the processing of vegetables, fruits and overtime exempted foods, 
firms not only have large profits to absorb the small increase in cost which will 
come from time and one-half pay for overtime. But the firms also have the 
benefit of lower production costs per unit of output, which would permit absorp- 
tion. The argument that the farmer must pay for an elimination of the first 
processing and seasonal exemption becomes especially fallacious. 

Further, we have presented a great deal of statistics and evidence to this com- 
mittee to show that the amount of overtime in the processing industry is no longer 
large. Many industries which are fully covered by the Fair Labor Standards 
Act have much longer work schedules. The extra cost of paying time and one- 
half for work over 40 hours will be small and can easily be absorbed by the 
processing industry. 

The “farmers’ sacrifice” argument is simply another attempt to make the 
farmer serve as the political tool for processing interests. Congress, undoubtedly, 
will not be very surprised at this attempt, for such efforts are made by a number 
of organizations on many pieces of legislation. 

9, Large corporation profits 

This alone would indicate that corporations can well afford the elimination of 
the seasonal and first-processing exemptions. They can well afford to pay for 
the small time-and-one-half payments they would have to make. 

But, as added testimony to this point, consider the listing of net profits of nine 
leading food corporations in the years 1955 to 1958: 


Net income of 9 large food corporations, 1955-59 


{In thousands} 











Company | 1955 } 1957 1958 1959 

SD SS ee eee oe es $5, 553 $7, 317 $7, 602 $8, 862 
California Packing. _____- OE ad aS } 8, 868 12, 602 8, 428 | 11, 785 
Campbell Soup. _..._- a EERE ee 8 29, 133 | 29, 949 31, 530 34, 455 
OS a = eae Lies cal 31, 737 42, 400 | 48, 397 | 54, 145 
SSS eater Pons 8, 782 | 10, 626 9, 337 11, 096 
oS eS ee Se 12, 403 | 4, 514 | 4, 673 26,075 
Libby, McNeill & Libby -_..-........-.-..--- 6,175 | 3, 675 | 2, 701 5, 807 
SS See on Se re -ae ae 10, 563 | 13, 837 | 14, 690 215, 865 
i NG AIM ree crcesccesexcrstsTtcKe: | 3, 782 | 3, 215 | 2, 824 4, 629 
— DS ee ee aaa ms 

WON . Bo 255 ee Be denn. Gee Biss es 106, 996 128, 135 130, 182 152, 719 











1 This figure is for 15 months, March 1954 to June 1956. 
Company estimate. 


Source: Moody’s Industrials. 


Obviously, corporations, with such large and rising profit returns cannot plead 
inability to pay a few additional cents in wages. Nor need they pass on the 
cost to the consuming public or attempt to make it up by depressing farm prices. 


1). AMCBW contracts in industry 


Still more proof of the industry’s ability to pay time and one-half rates for 
overtime comes from the contracts negotiated by our union with companies in 
this industry. These labor-management agreements show a strong trend toward 
the elimination or the whittling away of overtime exemptions. Such progress 
is, of course, difficult when major producers operating without benefit of union 
contracts still exploit the FLSA exemptions for competitive advantages. But 
the practicality of operation with such exemptions even in the most seasonal 
Sectors of the industry has been demonstrated by this union achievement. 

Listed below are analyses of some of our local unions’ contracts with food 
corporations as far as the exemptions are concerned : 
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All of these facts should leave no doubt that the elimination of the seasonal 
and first processing exemptions is both necessary and practical. Canning and 
preserving corporations can well afford to pay the cost of time and one-half 
rates for overtime—a cost which will be small. Workers in the industry could 
well use the extra money. 

These exemptions are anomalies. They should be eliminated. 


Ill. RETAIL FOOD INDUSTRY 


More than 1 million workers in the Nation’s retail food stores are without 
any form of Fair Labor Standards Act protection. The denial of coverage is 
based on the false assumption that the retail food industry is dominated by 
small-scale enterprise. It assumes that American food retailing is still controlled 
by corner or crossroads grocers. 

Whether or not this Saturday Evening Post cover page concept has ever been 
true of the food retailing industry in the past quarter of a century may be de 
batable. But it is totally untrue in 1960. Food retailing today is dominated, 
not by the small, but by the largest and the most profitable of American corpora- 
tions. Many of these corporations are so large, they can dictate prices to other 
industries. Today, no one can question the administrative feasibility or the 
social need for bringing major sectors of retail workers under wage-hour 
coverage. 


1. Big business domination 


Concentration and big business domination in the retail food industry are an 
established fact. Three retail food chains—A. & P., Kroger, and Safeway— 
rang up sales in 1958 to a combined dollar volume of $9.1 billion. This was 181 
percent of the Nation’s food sales. Five additional retail chains controlled an 
additional $3.4 billion of sales (see table below). Thus, these top eight com- 
panies took in almost 25 percent of the entire $50.3 billion spent by the American 
people on food in 1958. 

This concentration is steadily increasing. For, in 1954, these giants’ share of 
food sales was less than 23 percent, and in 1939, it was only 18.3 percent. 


Sales of all food stores compared with sales of 3 and 8 food chainstore 
corporations 


{Dollars in millions] 


























All food Percent Percent 
Year stores 3 chains! | 8 chains? that (0) that () 
is of (a) is of (@) 
(a) (b) (c) 
EE SESE, a eee eee ee, eee $50, 263 $9, 096 $12, 474 18.1 A8 
Se ee Sa Sa 7, 786 8, 560 11, 614 17.9 4.3 
|S SS Ee ee 45, 965 7, 964 10, 800 17.3 23.5 
RR eh a ee 43, 637 7, 456 9, 954 17.1 22.8 
NOG pallet as a REE SS 2S Ee 41, 640 7, 128 9, 430 17.1 22.6 
| ee ee 40, 776 6, 969 9, 068 17.1 22.2 
RRO A ee eS Se ee 39, 768 6, 083 7, 903 15.3 19.9 
ode didi andkiédancdnhnetiagewegbenes 37, 632 5, 632 7, 250 15.0 19.3 
OE oR SE ae ee oe eee 36, 936 4, 976 6, 405 13.5 17.3 
CR A ER ee ee 10, 728 1, 648 2, 024 15.4 18.9 
a 10, 156 1, 508 1, 860 14.8 18. 
leet 





1A. & P., Kroger, and Safeway. 


2A. & P., Kroger, Safeway, American Stores, First National, Food Fair, Jewel, and National Tea. 


Sources: Sales in all food stores from regular series of U.S. Department of Commerce. Chainstore sales 
are as reported in Moody’s Industrial Manual. 


Data from the 1954 Census of Business confirms the pattern of concentration 
According to that source 
(Bulletin R-2-2, p. 2-2) the less than 4 percent (3.9 percent) of retail food 
stores with sales amounting to more than $% million a year did 43 percent 


in the industry which the above figures suggest. 


of the industry’s total business. 


A bare 10 percent of the grocery stores accounted for more than two-thirds 
of the Nation’s total retail food sales last year. 


According to the responsible 


industry source, Progressive Grocer (April 1959, pp. F-1—F-17), some 39,900 
supermarkets did $32,800 million worth (or 68 percent) of the food business it 
1958. 
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Unfortunately, the latest complete breakdown of food stores, according to 
yolume of sales, dates back to the 1954 Census of Business. This breakdown 
is, nevertheless, extremely valuable in proving the concentration of sales among 
a comparatively few establishments and showing what the Kennedy-Morse- 
Roosevelt bill would do in the retail food industry. For the concentration shown 
here has certainly increased. 


Percent of total sales handled, and percent of total establishments by sales size 
(food stores, United States)' 











| Total sales | Establishments 
| Percent | Cumulative | Percent Curnulative 
percent | percent 
With annual sales of: | 
I | 10.7 10.7 . 042 0. 42 
AIO SSB RS ee os 17.4 28. 1 1.3 1.72 
$00,000 to 909,000... -.....-.---.--.--.---.-- 14.6 42.7 22 3. 92 
300,000 to 499,000. ...............----- ables 8.7 51.4 2.4 6. 32 
i i a a ee ES Nt 21.2 73.6 13.8 20. 12 
50,000 to 99,000... 4 Senne 13. 6 87.2 20.3 40. 42 
Less than 50,000_........_. ‘. amin alaishins 12.8 100. 0 59. 58 | 100. 00 
| 











1 For establishments operating the entire year. 
Source: Census of Business—1954, ‘“‘Retail Trade Sales Size,’’ Bulletin R-2-2, p. 2-2. 


This table shows that the legislation before you would have covered, in 1954, 
3.92 percent of the retail food establishments. Today, this percentage is prob- 
ably lower. But this 3.92 percent of retail food establishments handled 42.7 
percent of the sales. Today this percentage is probably higher. 

To further answer the argument that the retail industry is local business, we 
have a list of the operations of 11 representative food chains. These are the 
Atlantic & Pacific Tea Co., Safeway, First National, Food Fair, Grand Union, 
Jewel Tea Co., Kroger Co., Loblaw Groceterias, National Tea Co., Winn Dixie, 
and American Stores. This list shows the many stores, warehouses, bakeries, 
food processing plants, and even meatpacking, coffee roasting, and laundries 
these chains own and operate. Because this list is long, we are not including 
it here. But we will be happy to submit it if the committee wishes. 

The point is that the operations of the firms which do the majority of the 
Nation’s food business is so large and widespread that decisions are made on 
a national and regional basis. It is ridiculous to argue that Food Fair in 
Washington is a local chain, which is independent of the overall management of 
Food Fair in anything but the most minor decisions. 


2. Shift in opponent’s arguments 


It is fascinating to note from the chamber of commerce’s and the American 
Retail Federation’s propaganda that there has been a slight change of emphasis 
in their attack on this legislation. Until recently, they charged that this legis- 
lation would put small stores out of business. They left the impression that the 
, a mom and pop store would be brought under the Fair Labor Standards 

ct. 

This situation was never true. There has always been an exemption for 
Tetail establishments with less than a half million sales in the coverage bills. 
The truth of the matter apparently was of as little concern to the legislation’s 
opponents as the justice of the matter. But, now that an increasing number of 
Senators and Congressmen know about the provisions exempting small business, 
the chamber of commerce and the American Retail Federation and similar 
Seer erenetning” groups have put their emphasis on another small business 
ngle. 

They are now telling you and other Congressmen that forcing big retail busi- 
hesses to pay the princely sum of $1.25 an hour would hurt small business be- 
cause small business has to compete with these giants for labor. And the small 
usinesses would, therefore, have to pay the same amount to attract labor. 

This argument is as easily disproved as their original contention. Large 
tetail supermarkets in most metropolitan areas are organized by unions. They 
pay wages much above the $1.25 an hour. If the argument of the chamber of 
commerce or American Retail Federation had any truth to it, then small city 


55097——-60—pt. 3-6 
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grocery stores would have had to pay $1.50, $1.60, and up, an hour, or not be 
able to hire workers. Actually, they have had no problem. Further, the larg 
supermarkets which have, for one reason or another, been able to avoid organiza. 
tion also are still able to pay wages sometimes as low as 75 cents an hour anj 
obtain workers. 

This argument, just like others of this type of organization, has no basis 
The simple fact is that none of these groups are really concerned about smal] 
business. They amply show that whenever any legislation comes before Cop. 
gress to truly aid small business, they simply use small business as their 
“patsy.” 

Further, there is no actual reason why retail establishments with sales of 
more than a half million dollars a year should be exempt from the Fair Labor 
Standards Act. These establishments are no more small business than the 
Chrysler Corp. They are no more local businesses than Armour & Co. 


3. Ability to pay 

One need not have any fears about any possible inability of the retail fooi 
industry to pay a $1.25 minimum and time and one-half for overtime. Corpora. 
tions in the retail food industry compare favorably with other industrial corpo 
rations, not only in sales volume but in profit returns, as well. The monthly 
letter of the National City Bank reports average percentage returns net assets: 

















[Percent] 
1956 1957 1958 
Sn III oe Bae Si nd 5 kek ecbecdadeddinnnbosacedes 15.4 15.9 15.1 
ee sentir tice sewepee ds co caesnnvnseteseseesnepeone 11.3 10.6 9.0 





1 The number of companies included in the groupings has been enlarged for the figures for 1957 and 19% 
to 35 retail food chains and 3,574 corporations. 


Source: April 1958 and April 1959 issue. 


Thus, returns to food chains have been running close to 50 percent above the 
averages for major U.S. corporations. 

The current level of profit for food chains is indicated by the followin 
analysis of 1958 sales and profits of 12 major chains. Please note that for most 
of these chains the fiscal year reported includes 1958’s sharpest recessio 
months. 

1958 sales and profits of 12 leading food chain corporations 





























Number Total Sales per Profit | Percent | Percent 

of stores | Total sales profits store per store | profit to | profit 

sales | net worth 

American Stores ----.-. 830 | $872, 493, 789 |$11, 576,730 | $1,051,197 | $13,948 1.3 125 
AS Pk esi 4, 197 |4, 769, 249, 488 | 50,666,686 | 1, 136, 347 12, 072 1.1 14! 
Colonial Stores... .-.... 473 | 437,144,409 | 4,849, 7 924, 195 10, 252 11 125 
First National----...-- 575 | 521,494,993 | 8, 799, 27 906, 948 15, 303 1.7 13.1 
eee 347 | 640, 158,679 | 9,801,559 | 1, 844, 838 28, 247 1.5 15 
Grand Union--....-..--- 414 | 474,912,027 | 6,253, 878 1, 147, 131 15, 106 1.3 Bi 
Lo SE renee 237 | 443, 813, 024 7, 808, 491 1, 872, 629 32, 947 1.7 159 
EEE Te 1, 428 |1, 776, 175, 147 | 21,629,930 | 1, 243, 820 15, 147 1.2 15.0 
fea Sk lea aa 200 | 261,098,710 | 3, 568,929 | 1,305, 494 17, 845 1.4 Ini 
National Tea.......-... 932 | 794,162,135 | 8, $41, 543 852, 105 9, 487 1.1 Mi 
ee RTT 2,117 |2, 225, 354, 200 | 33,406,485 | 1, 051, 183 15, 780 1.5 1A6 
Winn-Dixie_.........-- 503 | 633, 436,856 | 12,918,040 | 1,259,318 | 25, 682 2.0 wi 





Note: The years covered are 12-month periods ending Dec. 27, 1958 for American Stores; Feb. 22, 1% 
for A & P; Dec. 27, 1958 for Colonial Stores; Mar. 29, 1958 for First National; Nov. 8, 1958 for Food Fai 
Nov. 29, 1958 for Grand Union; Jan. 3, 1959 for Jewel; Dec. 27, 1958 for Kroger; Feb. 22, 1958 for Lobla¥; 
Jan. 3, 1959 for National Tea; Dec. 31, 1958 for Safeway; and Jan. 10, 1959 for Winn-Dixie. Net worth 
estimated at the beginning of the fiscal year in most cases, or at the earliest date in the year for which! 
balance sheet is available. 


The lowest rate of profit shown is 12.5 percent on the net worth dollar for 
American and Colonial Stores. This is substantially above the average for 
corporations. Clearly, there can be no basis to the continued subsidization 0 
large retail store profits through the maintenance of less than minimum stant 
ards for their workers. 





= 
= 
= 


ot OOP OOM 








ESE8 BRS s 


gia 


SEs 3s 


@o a S 
= 9 #!/ 2& 


RR 


| 224 | 





MINIMUM WAGE-HOUR LEGISLATION 1017 


During these hearings, questions have been asked about the ability of stores 
in the $500,000 to $1 million sales volume category to pay $1.25 minimum wage 
and establish a 40-hour workweek. In particular answer, we wish to submit 
the breakdown of the sales per dollar payroll and payroll per dollar of sales, 
according to the 1954 Census of Business (the latest figures available for the 
retail food industry.) 


Sales per dollar of payroll and payroll per dollar of sales, by sales size and 
employment size, 1954’—Food stores 








Sales per Payroll 
payroll per dollar 
dollar sales 
With annual sales of: 
NS Ee Ee Sot $13. 04 $0. 077 
i oo cca bald skeet gcareamrieclavnebatetguregraauedias 14. 08 071 
BA 000,000 60 SE AOU OO so Sa sci nn nbn cs ab tees Wowace stew eesdecwdesdl 13.77 073 
Ne OR ss caetninnctemanggen pitine nee cnepespemaivertbetayedes inte 13. 66 073 
SY Se cncdnccassapecagmiltandphseniteent ahs dteemhstde epasinaknne 13. 35 075 
SS OU Ric ce andctucnontnaseseondelcasduesessecseredbosersuerneles 14. 56 069 
With Nov. 15 paid employees numbering: 

PE. dcp bd tadbeuthuGunweateeedauncsendskeeieetiebcdesccndasusdannseonou 139. 12 . 0072 
da Sian Sill sianedasai techs ie sinh Tigi to Si ddan Sed ces clin deni diladdeteiedatab-ai . 88 . 044 
Div caubtehanneteteehnbemsbabannsateuetingiopeivieieamdiadiainiinainaictiatn 18. 10 . 055 

De i ccdeunetldcenebuhcaibpacchcatdnecessbadadsaswonsnaualseiaenaaetiulen 15. 16 . 066 
OT SERRE ES EE RS a ee eae ee ae eee nO 13. 38 .075 
BOP Fdahcbitdied otetchere Femonescnedeghedsbedinientndaanddaladlate vikteinbdiilinie tials 12.31 081 
I A si Avani o iniednentiin Sipe msn. eain escitbe caida aes indicia dliecgevaniiniasapeeiiemaaaiedihaapanian 11. 65 086 
8 nS FE RE Sat SR RS en PE SS A a POR ey ea Ran AE ee MEN 11. 96 084 
BOE ORs, dibcuvcuscnndbdnsébeudishinaebhisadhietibbbbibbhine bkbadbncndene wae’ 12. 67 079 
IS wncudidics Oden nnhtheiaanapdinnthehhinas deem aba eae beaaaies 13. 55 074 
me parE Ay AP ITA Se MRE EN SB A ERENT 13.18 076 
BEE Scie vencdnbgdntes capstunwankdeddtensbetoeneriaterneippenmedweeiins 11. 26 











1 For establishments operating the entire year. 


Source: Census of Business: 1954, ‘‘Retail Trade, Employment Size,’”’ Bulletin R-2-3, U.S. Department 
of Commerce; and Census of Business: 1954, ‘‘Retail Trade, Sales Size,”” Bulletin R-2-2, p. 2-2. 


This table shows that there is no substantial difference in labor cost relative 
to sales size or to employment size of stores. In economic terms, stores with 
sales of $500,000 to $1 million face no appreciably heavier labor costs than 
larger competitors. In fact, the payroll costs per dollar of sales of that group 
are lower than either the $1 million to $1,500,000 group or the $2 million to 
$4,999,000 group. 


4. The extent of the problem 


Currently, the more than 1,100,000 workers in food stores are averaging about 
$69 for a workweek of 35.4 hours—at an hourly rate of close to $1.96.’ This 
means that the great preponderance of the industry, including even its small 
unorganized segment, has already reached standards of wages and hours above 
those proposed in this legislation. 

Only in a few areas outside the Southern States in the retail food industry 
do there remain any significant sections of workers whose standards would be 
raised under such proposed coverage. A BLS study in 1956* showed that 37 
percent of food store workers in the South were working on schedules calling 
for more than 40 hours work a week at wages of less than $1 an hour. This 
37 percent compared with 18 percent in the North Central area, 10 percent in 
the West, and 7 percent in the eastern area of the country. 

Progress since 1956 has, undoubtedly, reduced this proportion of workers at 
Worse than substandard levels of pay and working hours. Wages have risen 
by an amount estimated by our research department to average more than 20 
cents an hour nationwide. Weekly work hours have been cut. 

Further evidence of this national trend is indicated by reports of progress 
made in AMCBW contracts signed with retail food store employers. As re- 
cently as 1951, only 8.9 percent of our contracts provided for a 40-hour week. 
Today, 72.3 percent of our agreements provide for the 40-hour standard, as is 
shown by the table below: 

———— 

* October 1959 figure estimated from unofficial BLS reports of hours and earnings in 

Srocery, meat, and vegetable markets. 


*“Employee Earnings in Retail Trade in October 1 : " 
No. 1290-1993, ne z ober 1956 (Food Stores),” BLS Bulletin 
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Percentage of retail contracts in force, listed by number of hours, negotiated by 
Amalgamated Meat Cutters local unions 














Number of hours | 1951 1953 1955 1958 1959 
OO ae See ee 8.9 | 17.6 31.1 59. 9 172.3 
41 to 4446 hours__- pean eh 4.3 | 8.7 23.7 15.5 17.4 
46and:more J. ...2.-..-- 522.204 .4 — 73.7 43 24.6 10.3 





! Before expiration, 74.6 percent of these contracts will provide for a 40-hour week. 


Source: Retail contract files in Amalgamated Meat Cutters international office. 


The bulk of contracts allowing for a workweek of more than 40 hours are 
with independent retailers operating no more than one or two stores. Cur- 
rently, less than 10 percent of Amalgamated retail members are working under 
such contracts which call for more than 40-hour workweeks. The trend toward 
the final elimination of the longer workweek is demonstrated by the following 
table showing the total of workers on workweeks of over 40 hours, declining 
from 25.3 percent in 1957 to 9 percent in 1959. 








[Percent] 

Contract hours | 1957 1958 | 1959 
Gh Sth Abdi sc dccemsoceeroriews naaaae er 74.7 | 87.4 | 91.0 
41 to 45 hours._..__-_- a reancnghincriniiinainsegs } 23.4 | 10.9 | 8.2 

1.9 | 1.7 | 8 


or ad aosanves Mier eouinasie Wedgie riaaaureied | 








More than 90 percent of the retail contracts negotiated by our union provide 
for no wage of less than $1.25 an hour. Where contract wage rates of less than 
$1.25 an hour appear, they cover workers in predominantly unorganized sections 
of the South, and generally apply only to beginning wrappers. Few workers 
are ever hired at such rates, and none remain at such levels beyond a brief 
probationary period. 

Our research department estimates that less than 1 percent of our retail 
members are now actually earning less than $1.25 an hour. 


5. Unfair competition 

For the employers of the more than 150,000 of our union’s retail members, the 
increase of the minimum wage to $1.25 an hour and the establishment of a 40 
hour workweek in retail would mean some welcome relief from unfair compe 
tition. Some of these employers are faced with competitors who are using 
their exploitation of workers to take customers away from other retail firms. 

The retail firms, large and small, with whom our union has contracts, prove 
that retail food firms can very well afford to pay $1.25 minimum wage and 
have a 40-hour workweek. These organized firms are paying far higher wages 
For example in the Washington area retail food stores, the lowest wage is 
$1.73 and pay ranges upward to $2.89 an hour, under the present contract. 

In fact, the statistics on average retail food industry wages listed above 
indicate that most area stores, whether organized or not, are paying near 
the $1.25 minimum wage or above. Only in a few areas of the South would 
the extension of the Fair Labor Standards Act and the establishment of the 
$1.25 minimum wage come as any perceptible economic change. 


6. Southern supermarkets ability to pay 


It is interesting to note that food costs in the South are no lower than in fhe 
rest of the Nation. The annual cost of food to meet the requirements of the 
BLS city worker’s budget at current prices compared as follows for two rep 
resentative cities in the South and two in the North are: Atlanta, $1,349— 
Chicago, $1.3822 ; Houston, $1,348—Detroit, $1,311. 

Prices are just as high in these low-wage areas as in the ones with higher 
wages. Further, southern food chains are as able to pay the standards of the 
Fair Labor Standards Act amendments as are other chains. 

One southern chain, Winn-Dixie, has the highest rate of profit on sales and 
on net worth in the retail food industry. Net profit on sales for Winn-Dixie 
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in the latest fiscal period was 2.1 percent as compared with an average of 1.3 
percent for 12 major chains and 24.8 percent on net worth as compared with 
an overall 15 percent. 

It can be estimated roughly that out of every dollar of the $633 million rung 
up last year by Winn-Dixie cash registers, 4.2 cents went to profits before taxes 
and no more than 6 cents went to pay wages. Obviously, there is margin to meet 
the minimum requirements of wages and conditions that would meet minimum 
standards of health and decency for Winn-Dixie’s workers. 

We have heard much hue and cry over the alleged “inflationary impact” of 
wage increases. The wage-price push has become the favored bogeyman of those 
who resist workers’ hopes for more of the good things this Nation’s economy is 
so abundantly able to produce. 

Apply this theory to the specific situation of a Winn-Dixie worker; he knows 
the enormous profit made by his employer. He knows that the four brothers 
named Davis who make up Winn-Dixie’s top management team each received 
more than $1 million last year in salaries, bonuses, and dividends ($1,493,618 to 
be exact) from that company. 


IV. MINIMUM WAGE INCREASE 


Data presented in sections of this report devoted primarily to the extension 
of Fair Labor Standards Act coverage to industries within our union’s jurisdic- 
tion applies with equal force to the proposed increase of the statutory minimum 
wage to $1.25 an hour. 

The industries to be affected by this provision of the amendments to the Fair 
Labor Standards Act have the ability to pay a basic wage of $1.25 an hour. 
The need of workers for a higher minimum wage is even more acute. And the 
national welfare—America’s need to advance the welfare of its most poverty 
stricken groups—most clearly calls for such action. 

Even if the threat of so-called wage-price inflation were real—and it is 
not—there could be no moral justification or economic logic in “stabilizing” 
plain human misery, ill health, and hopelessness which is now suffered by the 
lowest wage groups in the Nation. This is to sanctify the most dangerous 
economic and human deflation. The price of such continued impoverishment in 
an economy of abundance is far more dangerous that could be the impact on 
the price structure which opponents of this legislation falsely charge as an 
inevitable consequence of its enactment. 


1, Basic human needs 


A wage rate of $1 an hour is not a wage rate which can provide even a modi- 
cum of the welfare and living standards, widely advertised before the world as 
American. A wage of $1 an hour is simply not tolerable in the America of 
1959. Measured by the tight yardstick of the Bureau of Labor Statistics’ city 
workers family budget, a $1 an hour wage is pitifully short of that minimum 
standard of health and decency. 

This budget hardly allows “luxuries.” For example, it provides a four-person 
family with less than 2 quarts of milk a day, and less than four eggs. Under 
budget standards, “it should be possible to serve meat for dinner several times 
a week, if the cheaper cuts of beef, pork, lamb, and veal are served, * * *” 
Under the budget, the man in the house is permitted to buy two-thirds of a suit 
a year. 

No provision is made under the BLS budget for a telephone in the home, and 
the family is permitted to take one trip out of town “every 3 or 4 years.” One 
small radio is provided for, but no TV. 

Yet, at current costs, such a poverty budget requires a paycheck of $91.50 per 
week, according to economists who have adjusted the city workers budget to 
1959 costs. (BLS last priced its budget in 1951.) And the current FLSA 
Minimum wage at the maximum statutory hours provides an income of $40 a 
Wweek—or less than 44 percent of the income called for to meet the threadbare 
Standards of the city workers budget. The Federal Government has, therefore, 
hot moved even half way to meet the minimum living standard goal set by its 
Department of Labor. 

Measured by the actual standards assumed in American communities today the 
$1 an hour, $40 a week, minimum is even more sensationally inadequate. The 
Heller budget, priced annually by experts of the University of California, esti- 
mates the cost of a standard of living defined as “the sum of those goods and 
Services that public opinion currently recognizes as necessary to health and 
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reasonably comfortable living.” ‘This budget, at San Francisco prices for Sep- 
tember 1958, calls for a weekly paycheck of $117. This is $77 more than the 
legal minimum on a full workweek of 40 hours. 

This gap between real needs and FLSA minimums is one which finds no jus- 
tification. Any continuance of the $1 an hour minimum can, in fact, suggest 
nothing but a desire to avoid any real governmental “interference” with the 
prerogative of some in industry to pay the lowest possible wage. 

Every passing year has made national minimum wage levels less realistic 
and more inadequate. This is clearly indicated by the table below comparing 
statutory minimum weekly incomes (at 40 hours work) with BLS and Heller 
minimum standards for 1949, 1958, and 1959. 








Comparison statutory minimum weekly wages with BLS and Heller budget 
minimums 
Year FLSA mini- | Heller mini- | BLS mini- 
mum wage mum mum 
RN ah ough il ie SPL NO eet $30 $77 $69. 00 
i ts aku ad OG 6 i othe Sn Cela ane aS 40 117 90.00 
MMGicive witoliiasiiamin: levioosl: inoue “ALL 40 () 91. 50 











1 Not available. 


The wage deficit suffered by the worker at Fair Labor Standards Act mini- 
mum rates rose from $39 a week, measured by BLS, in 1949 to $50 a week 
in 1958 and to $51.50 in 1959. By the more realistic Heller budget, that deficit 
rose from $47 a week in 1949 to 1958’s $77 deficiency in the basic essentials of 
the American way of life. 

Minimum wage levels have receded also further and further behind the 
average hourly earnings of American industrial workers. 


Comparison FLSA minimum wage levels and average hourly earnings of 








production workers in manufacturing industry, 1949 and 1958 
FLSA Average 
Year minimum hourly Difference 
earnings 
anda ca edi te ti inte Sennen hb $0. 75 $1. 40 $0. 65 
ai A EE LS OR Ds SER ee ae LY eS Ae oe 1.00 12.22 1.2 








1 Ist 11 months. 


In 1949, FLSA’s 75 cents an hour was 54 percent of the average wage in 
manufacturing. Today’s $1 an hour minimum is only 45 percent of the average 
wage in industry. 


2. The specter of inflation 


The low-wage industry is typically one which is subject to sharp and some 
times devastating competitive pressures. No one of the administered-price in- 
dustries is in the low-wage group. Hence, the unhappy procedure by which in 
recent years modest wage gains won by workers have been multiplied into 
sweeping price increases by price administrators of the steel, chemical, and 
auto industries cannot exist in low-wage industries. Any firm seeking to use a 
slight rise in wage rates as an excuse for price gouging would be quickly and 
totally priced out of the market. 

We know this to be true from our own knowledge of such industries, as the 
poultry industry. 

This is a low-wage industry. In most nonunion plants, the $1 an hou 
minimum is the basic working rate of the plant. Data from BLS indicate that 
the current average hourly wage of the 52,000 or more poultry workers is $1.36. 
The industry’s 1959 wage level is barely equal to its 1957 average. 

Average processed poultry prices as reported in the BLS Wholesale Price 
Index were 39 percent below their 1947-49 averages. Obviously, such an il- 
dustry is in no position to force price increases beyond any actual rise in costs. 
(Sharply rising productivity in the industry guarantees that even substantial 
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increases in wage rates would come without any impact whatsoever on real 
wage costs per unit of output.) 

Without such action the downward trend in poultry wage rates will tend 
to continue. Under the present $1 an hour minimum, production centers of the 
industry have tended to shift away from all northern and western areas to 
concentrate in the lowest paying areas of the South. 

Workers and their communities all through the country have suffered deep 
losses, because the $1 minimum wage provided under the law has not been 
sufficient to provide even minimum protection for any wage level above that 
impoverishing minimum. 

Even major non-South poultry centers are threatened. Substandard wages 
have become a major competitive factor. California, Delaware, Maryland, and 
Midwestern poultry plants are feeling the sharp pinch of Georgia, Mississippi, 
and Alabama processors who trade on their ability to keep wages low. 

The increase of the minimum wage to $1.25 an hour would aid in forcing 
management to compete on the basis of its skill, rather than on its ability to 
exploit workers. It would saye thousands of firms and communities from deep 
economic hurt. It would benefit tens of thousands of low-wage workers and 
preserve the job of many of them whoh ave been able, through their union 
organization, to raise themselves to still modest incomes. 

We submit that the $1.25 minimum wage is a step forward which must be 
made to meet the most obvious human needs of thousands of workers and their 
families. Its enactment is called for by the imperatives of sound national 
economic policy. Its enactment is demanded by America’s status in the world 
today. We are confident that the Congress, recognizing these deep needs, will 
move advisedly and promptly to raise the minimum levels of pay, for those 
whose labor are the foundation of American prosperity. 


V. RURAL ARGUMENTS 


A number of rural arguments are usually presented to congressional committee 
during its hearings on Fair Labor Standards Act amendments. These argu- 
ments attempt to show that the rural economy, and especially the income of 
farmers, will be hurt if a realistic minimum wage of $1.25 and a 40-hour work- 
week is brought to workers who desperately need such protection. 

These arguments are baseless. They show the grasping at straws which 
opponents of H.R. 4488 are undertaking in an effort to maintain substandard 
wages and working conditions. 


1, Reservoir of cheap labor 


The American Farm Bureau Federation presented a congressional committee 
on May 12, 1959, with an unusually frank appraisal of what some of these 
organizations had in mind for rural areas. Its spokesman declared that current 
farm problems have “caused an oversupply of manpower in many rural areas. 
This oversupply of labor has caused prevailing wage rates in rural areas to be 
lower than in most urban areas. * * * The effect of minimum wage legislation 
is to narrow the incentives for the development of industry in rural areas.” 

In other words, the Bureau is saying that the economic distress of farmers 
establishes reservoirs of cheap labor in rural areas. Such pools of low-wage 
workers can be used as an incentive to lure industries away from urban areas. 

Without the enactment of H.R. 4488, we can, therefore, expect that unfair 
competition based on low wages not only will be maintained, but it will be 
accelerated in the future. And the runaway of industries from urban areas can 
be expected to increase. 

We must be grateful to the Farm Bureau for pointing out the results of 
leaving millions of workers without the protection of the Fair Labor Standards 
Act. This organization, unwittingly, demonstrates workers in rural areas 
would be condemned to low-wage scales and urban workers to an undercutting 
of wages and increasing job loss. 


2. Lower rural cost of living 


Usually, the arguments to keep wages at substandard levels are accompanied 
With a story that inhabitants of rural areas enjoy a lower cost of living than 
their big city cousins. The conclusion is then drawn that people in rural areas 
and small towns do not need as much income. This argument is absolutely 
false. Living costs are generally higher in rural areas and small towns than in 
large cities. Only rent is really cheaper, 
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Listed below are the prices found by our research department on the same 
day (May 15, 1959), in six smaller communities and five large cities throughout 
the Nation for five food items which are important in a workers’ diet: 





























[Cents] 
1 pound 1 head 1 pound 1 can 1 quart 
round iceberg frying Campbell’s} grade A 
steak lettuce chicken tomato homoge- 
| soup nized milk 
Smaller communities: 
NE ee ae eee y See 89 17.0 39 13 2B 
South Paris, Maine...........-.-- “" 99 14.0 35 12. 25 % 
Rock Springs, Wyo... eres . 98 19.0 43 12 x 
Sootisbeufl, Nebr. .......-..........-- 79 13.0 45 12 x 
Girard, Ohio___.._..-- £4 scathts 79, 89 14.5 39 12.5 4 
ON "RSS 99 18.0 45 12 2 
Large cities: 
ete? 28 S532 - FLU. 2h. ease 65 10.0 | 29 11 p 
ESE ee eee 89 | 14.5 | 35 11. 67 % 
| A TAA CIE 99 | 18.0 | 39 14 x 
0 ON aa ee ae) 14.5 | 29 11. 67 v] 
ere On EL or as . a... -] &Y 10.0 39 10 % 
! i | 





These statistics show similar and even somewhat lower food prices in large 
cities. Many stores report that transportation charges are usually higher 
and the benefits of bulk buying are not as readily available in smaller com 
munities. Further, it is rumored that because of greatly lessened competition, 
some of the chains find it possible to increase their markup. 

Such items as furniture, clothes and appliances are generally sold at a na 
tional manufacturers price. These prices are often backed by so-called State 
fair trade laws. As a result the consumer in smaller communities will pay at 
least the price paid by the big city consumer. 

We say “at least” because in recent years, the development of discount 
stores in large cities has made it possible for city consumers to buy these goods 
much cheaper. The discount stores sell hard goods, especially appliances, at 
vheaper prices—sometimes at only a 5 percent markup. But, in addition, large 
department stores cut their prices in order to meet the competition. Stores it 
smaller communities are under no such competitive pressures. 

In short, the argument that it costs less to live in rural areas or small towns 
is baseless. Prices are, at best, the same as in the cities, and often, they are 
higher. 


3. Danger to the country store 


The rural arguments also make much use of the country store. Of course, 
no one claims that these establishments have a gross annual income of $500,080 
a year. Therefore, they would not be covered by the Fair Labor Standards 
Act. But opponents of H.R. 4488 hint darkly that these establishments woul 
somehow be harmed if employees of their big competitors are given ‘wage-hour 
protection. 

If anything, the country stores would be benefited. If the chain and large 
stores must pay a minimum wage and time and a half for overtime, the small 
stores in the rural areas, as well as in the city will have a factor in thei 
competitive advantage. Further, if income is increased in rural areas, much 
needed purchases by low-income families will be made. These purchases wil 
come from the country stores, since these families do not go to the city @ 
shopping trips, but buy where credit was extended in the past and will be e& 
tended in the future. The income of the country stores, especially, will, there 
fore, be raised. 

Opponents of H.R. 4488 usually provide a lame argument that little stores 
will have to pay the same wages as the big ones—even if the little stores aft 
not covered by the Fair Labor Standards Act. This is an easily disprovel 
alibi. In the city where retail food stores pay wages much above the $13 
oe wage, small stores are still able to attract employees for 75 cents @ 

our. 

It is, therefore, very reasonable to assume that small stores, not covered by tht 
Fair Labor Standards Act will be able to attract employees at wages lower thal 
the minimum in the future, just as they have been able to attract workers # 
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lower wages than large stores have paid in the past. This is especially true in 
small towns and rural areas where, as the Farm Bureau tells us, widespread 
unemployment exists because of the economic distress of farmers. 


5. Halt, lame, and blind 

The same opponents who argue that small retail stores will have to pay the 
minimum wage in order to attract employees also use the “halt, lame, and 
blind” argument. They declare that the industries not covered by the Fair 
Labor Standards Act, especially in rural areas, use an immense number of men 
and women who are handicapped. The raising and extension of the minimum 
wage will necessarily mean, the opponents tell us, that these men and women 
will lose their jobs and will be unable to earn a living. 

Needless to say, this argument is canceled out by the “can’t get employees” 
argument. But even so, the number of handicapped workers is greatly exag- 
gerated. When employers find an oversupply of labor, as is now occurring in 
rural areas, the handicapped worker, if he cannot perform as well as a luckier 
person, is often fired, no matter what the minimum may be. In any event, the 
FLSA provides that workers genuinely handicapped may be paid less than the 
minimum wage. 


5. Farmer’s cost 

A shameful attempt is often made by opponents to turn the farmer against 
the idea of workers’ receiving a realistic minimum wage. The opponents 
charge that somehow the farmer will suffer as a result of a minimum wage being 
paid to the most poverty-stricken groups in our society. “The farmers’ costs 
will go up” becomes the battle ery. 

As evidence, these opponents present a table showing the increase in workers’ 
income and a decrease in farm income in recent years. This situation has 
undoubtedly occurred and must be remedied. However, the declining income 
of farmers will not be raised by keeping workers wages low. On the contrary 
itis to the farmer’s interest to increase the worker’s purchasing power, just as 
it is to the worker’s interest to increase the farmer’s buying. 

The best means of increasing farm income is through new agricultural legis- 
lation. Unfortunately, the very groups which oppose the improvements in the 
Fair Labor Standards Act have steadfastly opposed new legislation to aid the 
small farmer and the family farm operator. 

It is interesting that none of the opponents call upon the various corporations 
who would be affected by amendments to the Fair Labor Standards Act to 
absorb the cost of increasing substandard wages. We have provided the com- 
lnittee with ample statistics to show that this is possible for the overwhelming 
majority of the firms in each industry. Yet, the opponents argue, in effect, if 
any sacrifice is to be made, it must be made by people who are now earning 
wages of 65, 75, or 85 cents an hour. 


VI. CORPORATION AGRICULTURE 


Although bills to provide Fair Labor Standards Act protection for workers 
on large farms are not a part of this hearing, we would like to make a short 
Plea for the enactment of such legislation. Certainly, these workers are the 
ones in our society who need this protection the most. 

In corporate agriculture, a wage of $1 an hour isa high one. Earnings go as 
low as 30 cents an hour for cotton chopping in Arkansas. The use of child 
labor is common. Poverty of the most oppressing kind is widespread. 

Action to change these scandalous conditions are desperately needed. We, 
therefore, urge this subcommittee to begin hearings on H.R. 4948 as soon as 
possible. At those hearings, we will go into detail on the need for Fair Labor 
Standards Act coverage for workers on large farms. 


VII. CONCLUSION 


In this statement we have attempted to show the great need for enacting the 
provisions of H.R. 4488. We have shown the extreme urgency for extension of 
Pair Labor Standards Act coverage in three industries and for increasing the 
hinimum wage to $1.25 an hour. We have also shown that only economic good 
for both individual families and the Nation can result from such action. 

During these hearings, you have already heard from representatives of busi- 
hess organizations and you will hear from more of them. They generally op- 
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pose improvements in the Fair Labor Standards Act. These are the voices of 
groups who apparently are not concerned by the poverty and suffering of work. 
ers. These are the spokesmen for organizations which oppose improvements ip 
minimum wages on a State and National level. They oppose also improvements 
in unemployment compensation, housing, social security and any other legisla. 
tion which helps the needy. 

The leaders of these organizations, of course, weep tears for the large indus. 
tries which want hidden subsidies, fast tax writeoffs and other tax concessions, 
The poverty of men, women and children attempting to eke out an existence on 
65, 75, and 80 cents an hour, apparently does not move them. 

We leave these men for their eventual battle with their consciences. 
attempt to persuade them on their moral obligation to their fellow human beings 
is next to useless. 

But we do hope that this committee and Congress will not be persuaded by 
their words of callousness. We appeal to you to do justice to those millions of 
long-suffering and poverty-stricken human beings who are at the very bottom 
of our economic ladder. They need help just to stay above a starvation level, 

For many of these men, women and children, Congress alone can provide help, 
And that help is partially contained in the provisions of H.R. 4488. We, there 
fore, urge that you speedily approve this bill. 

Mr. Scuacuter. I would like to discuss a few of the points concern- 
ing the need for the legislation you are considering. After I hav 
completed, I should like to have our union’s legislative representative 
Arnold Mayer, page through the Lloyd-Gorman statement with you 
to consider briefly some of its content. 

We fully support the testimony presented here by President Geo 
Meany of the AFL-CIO. Like him, we support the provisions of H. 
4488. 

In our testimony we will concentrate on industries and Fair Labor 
Standards Act exemptions with which we are most familiar. This 
does not mean we are unconcerned about the need to correct other 
problems in the act involving workers in other industries. 


FIRST PROCESSING AND SEASONAL OVERTIME EXEMPTION 


Some firms processing vegetables, fruits, and some other foods 
have been able to keep two overtime exemptions in the Fair Labo 
Standards Act through arguments which are quite baseless. These ar 
the seasonal and first processing overtime exemptions (section 7 (b) (3) 
and section 7(c)). 

By maintaining these exemptions for 28 weeks, Congress, in effect, 
is granting a complete overtime exemption to the industries proc 
vegetables, fruits and certain other foods. More than 40 hours 0 
work exists in only a part of the 28-week exemption period. In the 
rest of the year, most firms work the standard workweek or less. 

Actually, overtime is not a big factor in the industry. In the firs 
10 months of 1959, the canned fruit, vegetable, and soup industty 
averaged 39.4 hours per week. There has been a marked decline i 
the hours worked from 1958. The 1959 average, in fact, is the same 
or less than the hours worked in 25 other industries which are fully 
covered by the maximum hours provision of the Fair Labor Standard 
Act. 

The peak months in the industry are July through October. Of 
these months in 1959, only August, with an average of 43.1 hour 
for canned fruit, had a work schedule which averaged more that 
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normal for the meatpacking industry, for example, which pays time 
and one-half rates. 

Further evidence of the lack of need for these exemptions is shown 
by a Department of Agriculture publication which lists the “most 
active” harvest seasons for 11 vegetables chiefly used for processing in 
350 major producing sections of the country. No active harvest sea- 
son of any vegetable in any region lasts more than a fraction of the 
28 exemption weeks. Two-thirds of the regional “most active” har- 
vest seasons last 4 weeks or less. Only 3.8 percent last more than 8 
weeks. 

The payment of time and one-half rates for overtime would be a 
welcome addition to the income of these processing workers. Their 
wages are not only low, as compared with those of other workers, but 
they are falling farther and farther behind in their pay in comparison 
with other manufacturing employees. In 1947, canning and preserv- 
ing workers averaged 17.6 cents an hour less than manufacturing 
workers; in 1952, the differential had widened to 35.6 cents an hour; in 
1959 it had increased to 48 cents an hour. 

If overtime rates had been paid in the fruit, vegetable, and soup 
canning industries in the two 1959 peak work months of July and 
August, a maximum of 5 cents an hour would have been added to the 
pay of workers in the first month and 9 cents an hour in the other. 
This would have made for an average wage of $1.77 in July and $1.79 
in August—still 46 cents and 40 cents an hour behind the average for 
manufacturing. In other words, the cost would not be large to em- 
ployers, but it would make an important difference in the take-home 
pay of workers. 

rocessing workers deserve such an increase. Productivity in the 
canning an erregign industries has increased 71.7 percent since 
1947. Meanwhile, wages increased only 66.2 percent. Wages have, 
therefore, fallen 5.5 percent behind productivity. 

Or to put it another way: Wages per unit of output fell by 5.5 per- 
cent. The industry is paying that much less for a given volume of 
production than in 1947. This makes the industry even more able 
to pay overtime rates. 

Yorporation profit figures in the canning and preserving industry 
also show an ability to pay the 40-hour workweek. The table of profits 
for leading food processing firms, contained in the Lloyd-Gorman 
statement, shows not only large, but steadily rising profit returns. 

In this industry, as in some others where Fair Labor Standards 
Act exemptions exist, our union’s negotiating committees have shown 
that companies do not need the exemption. They have concluded 
contracts with firms, large and small, in which the companies will not 
use the seasonal and first processing provisions. 

Many managements have told us that they would not care about 
these exemptions if their competitors also gave them up. If everyone 
in this industry had to pay time and one-half overtime rates, no firm 
would be hurt. Individual firms fear only being put at a competitive 
disadvantage. Congress can avoid this possible penalizing of firms 
for paying overtime rates by ending the first processing and seasonal 
exemptions. 
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SEAFOOD PROCESSING EXEMPTION 


Seafood processing workers are among the lowest paid and most 
underprivileged workers in our Nation. They desperately need the 
protection of the Fair Labor Standards Act, but only some workers 
in seafood canning are covered by the law. é 

Among the largely unorganized firms on the east coast and especially 
on the gulf coast, very low wages, primitive working conditions and 
extreme poverty abounds. Near Washington, in Norfolk and Hamp- 
ton, Va., women work on fish for 65 cents an hour. In some areas 
along the Gulf Coast wages go below even that figure. 

In the New Orleans area, oyster, crab, and shrimp workers are often 
called out at 3 a.m. and wait for as much as 4 hours for work. They 
may be sent home again and told to report the following morning. 
These workers have little protection. They can be pushed around. 

Annual income among these New Orleans area workers is around 
$1,000 a year. Regular work can often be found only during the 
season April to June and August to November. 

Wages on the Pacific coast are nearly twice as high as those on the 
southern coast. In canned seafood, the southern coast average in the 
last Census of Business, in 1954, was 94 cents an hour, the Pacific 
coast, $1.86. In cured fish, southern coast, 90 cents; Pacific coast, 
$1.69. In packaged seafood, southern coast, 89 cents; Pacific coast, 
$1.67. Most of these products can easily be shipped anywhere in the 
United States. Obviously, such wide regional differences can only set 
up the sharpest type of unfair competition. The Pacific coast firms 
are truly having difficulties staying in business. 

In fact, seafood processing is an industry in which a union demand 
for $1.20 or $1.25 an hour on the east or southern coast brings great 
cries from employers that they will be forced out of business. Often 
such cries are not collective bargaining strategy. 

Our negotiations prove two points: (1) The industry can pay $1.25 
minimum wage and overtime for over 40 hours work. Wages as high 
as this and higher are being negotiated despite the unfair competition. 
(2) Bringing the seafood processing industry under the provisions of 
the Fair Labor Standards Act, as proposed in H.R. 4488, is the best 
way of ending the most subst silat’) conditions existing among work- 
ers in the industry. It is the way in which the low-wage competition 
can be ended in this industry. 

The seafood processing exemption should be eliminated. 


RETAIL EXEMPTION 


As during every hearing on this legislation, business spokesmen have 
told you that the retail industry is local in nature and made up, in 
large part, of smal] business. This is contrary to the facts. The 
retail food industry, for example, is dominated by some of the largest 
and most profitable of American corporations. 

These big-business empires, which control such a large part of food 
sales, are nationally or regionally directed. They are in competition 
with each other and smaller establishments. Other committees of 
Congress have heard charges from food processing firms and trade 
associations that these chains have such buying power they are able to 
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dictate prices to food processing firms. And yet the opponents of 
this legislation ask you to believe this industry is local and small 
business in nature. 

The retail food industry also can well afford to pay a minimum 
hourly wage of $1.25 and time-and-one-half rates for work over 40 
hours a week. The percentage of profit return on net assets of 34 
retail food chains ran 50 percent higher than the average of 3,521 
corporations in 1958. The lowest rate of profit to net worth among 
12 leading food chains was the very high rate of 12.5 percent in 1958. 

We have contracts with retail food firms, large and small. They 
are not going out of business, yet they pay much higher rates than 
$1.25 an hour. And they have negotiated the 40-hour workweek. In 
Washington, for example, the lowest retail wage in our contract is 
$1.80 an hour, paid to women who wrap meat. The Washington wage 
rates goes up to $3.02 an hour. The record is equally definite on the 
40-hour week; 90 percent of our retail members enjoy this standard 
workweek. 

The fact is that retail firms which do more than a half million dol- 
lars of business a year can well afford to pay $1.25 an hour and time 
and one-half for overtime. The retail exemption should be ended for 
these larger companies. 


MINIMUM WAGE INCREASES 


Our union, like other unions, is greatly concerned about the meager- 
ness of the present minimum wage. We urge that it be increased to 
$1.25. 

This is vital for the welfare of workers who are now covered by the 
Fair Labor Standards Act, but are kept at the $1 rate. It is also 
important for the health of many industries, where unfair competition 
based on low wages holds sway. 


CONCLUSION 


Mr. Chairman and gentlemen of the committee, we and other sup- 
porters of H.R. 4488 are appealing to you to help some of the most 
poverty-stricken families in our society. We are asking that they get, 
not charity, but a halfway decent minimum pay for their hard work. 

You have heard witnesses attack this legislation. They have used 
some of the most specious arguments. They represent organizations 
which oppose this legislation on both the State and Federal level; 
they oppose better unemployment compensation; they oppose health 
insurance for the aged; they oppose better housing and any other leg- 
islation which helps low-income families. 

We leave these gentlemen to their eventual battle with their 
consciences. 

But we beg of you to help those millions of men and women who 
need the protection of the Fair Labor Standards Act. They have 
waited for this help for a long time. Do not disappoint them again. 
We urge that you speedily approve H.R. 4488 and that Congress enact 
this measure in this session. 

Mr. Scuacurer. If there is a little time left, I should like our legis- 
lative representative, Arnold Mayer, to just go through the Gorman 








1028 MINIMUM WAGE-HOUR LEGISLATION 


and Lloyd statement, which contains some of the very facts which 
support the statement, sir. 

r. Roosevett. Mr. Schachter, we have two other groups. I can- 
not predict what time the quorum cal] will come if it comes. 

Suppose, Mr. Mayer, we give you 6 minutes or 7 minutes and after 
that I will have to cut you off to give some time to the other groups, 

Mr. Mayer. Certainly. 

Mr. Chairman, I believe you have this detailed statement which has 
been submitted on behalf of our president, Mr. Lloyd, and our secre- 
tary-treasurer, Mr. Gorman. 

I would like to page through it very briefly to point out some of 
the economic data that we are submitting in order to prove our case, 

In the first two pages of the statement, there are general remarks, 

On the third page we begin our evidence on behalf of the provisions. 
of H.R. 4488 to include seafood processing workers under the protec- 
tion of the Fair Labor Standards Act. 

On the page 3, we state that the seafood canning is the only part of 
the seafood processing industry which is currently covered by the 
minimum wage. It is not covered by the maximum hours provisions 
and also there are so many exemptions within the canning provision 
that it is almost meaningless. 

If any group needs the Fair Labor Standards Act protection, sea- 
food workers are certainly among the chief ones. There are wage 
rates in this industry of 65 cents an hour. 

The gentleman who testified before the Senate Labor Committee on 
behalf of the chief trade association in this industry stated that his 
workers were starting at 65 cents an hour. His firm is one of the 
giants in the industry. 

Therefore, on page 4 we discuss some of the low wages in this in- 
dustry and the tremendous need for coverage. 

This continues on page 5. 

On page 6 there is a table to show how much the wages in the sea- 
food processing industry are running behind our economy as a whole. 
Despite the fact that the wages on the west coast and wages for highly 
skilled workers pick up the averages, seafood processing wages are 
35 cents an hour behind the average for manufacturing. 

On page 6 we discuss the regional differentials. 

You will note that the west coast pays something like 100 percent 
more on the average than the gulf coast. This, of course, sets up the 
roughest type of unfair competition based on low wages. 

Pages 7 and 8 contain a few statistics of the contracts that we have 
negotiated. It shows that employees, even under the conditions of 
this unfair competition, are able to pay the $1.25 minimum wage. 

Page 9 contains some of the profit figures of the large firms in the 
seafood processing industry. This we submit also shows that this 
industry can pay $1.25 minimum wage and can afford a 40-hour 
workweek. 

Mr. Roosrverr. Mr. Mayer, may I interrupt you for a brief ques- 
tion, because I know it would be a question that would be asked by 
some of my colleagues who are not here. 

On that table on page 8 you have four examples of companies 


where by contract you do not ask them to pay time and a half—in one. 


instance 48, and in the other instance 45, and in another instance 44. 
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Why did you give to those companies the opportunity not to pay 
them time and a half until those times as against the others? 

Mr. Mayer. Sir, because of the problem of competition. The 
union negotiators apparently felt that if they were to push for a. 
40-hour week, the organized firms, which are in competition with un- 
organized ones having limitless hours, would be put out of business. 

You see, our problem in seafood processing, as in other low-wage 
industries, is not so much that the firms cannot pay the 40-hour work- 
week, but, rather, that they fear the competition. 

If the Fair Labor Standards Act provides that all firms will be 
subject to the 40-hour workweek and time and a half for over that, 
then this competitive factor is put aside and the companies will be 
able to do it. 

This is the problem we face in our negotiations. 

Mr. Roosrvetr. You see, the reason I am questioning you about it, 
the two that are at 48 are both on the west coast which is generally 
thearea of the highest wage rate. 

Mr. Mayer. That is quite true, but, you see, the west coast com- 
panies are in competition with the South because fish, like poultry and 
other foods, can be shipped from a low wage area in refrigerated 
trucks in a matter of days to the west coast. The southern companies. 
can undersell the west coast ones in the west coast market by several 
entsa pound. And this is a very meaningful figure competitively. 

In other words, our transportation facilities these days have com- 
Hetely made these regional advantages an advantage in the national 
market. 

Therefore, the west coast firms are being hit by unfair competition 
from the southern firms. 

Mr. Roosrvett. Thank you. 

Mr. Mayer. On page 10 we cover some of the arguments—as a mat- 
ter of fact, all of the arguments—which were presented by the chief 
spokesman for the opposing side, the National Fishery Institute. 
After he testified before the Senate Labor Committee, we carefully 
analyzed his arguments. We believe we can answer those arguments 
and have tried to do so here. 

For example, there is the argument about the variance and unpre- 
dictability of catch. Well, there is machinery which has made this a 
pretty meaningless factor now. 

Furthermore, there is a question whether the worker should have to 
pay if there were dangerous variations, If there were meaningful 
predictability of catch, does that mean that the firm keeps the work- 
ets on hand and pays them even if there is not any work for them? 

That is not the case. 

The experience we recite here of the New Orleans seafood people is 
ample evidence of that. 

The worker is not paid when he waits around. Also, there are 
machines which take much of the unpredictability away. We go into 
some detail on this point in the statement. 

Perishability of product. This is also quite an argument which the 
‘pponents of seafood coverage make. 





ell, the various machinery has taken care of this problem, so that 
¢ firm does not have to worry about their catch spoiling, or going 
OWaste. Management can plan in advance for the processing of the 
tch and it can freeze the seafood to await processing. 
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Mr. Roosrvert. Mr. Mayer, I am going to have to ask you now to 
stop, but I would ask if both you and Mr. Schachter, because Mr. Dent 
has some questions, and I think I do, if you would mind stepping asic 
for the moment. If the quorum call does not come we will contin 
with you as soon as we conclude with the next witness. 

Is that agreeable to you? 

Mr. Mayer. Certainly. 

Mr. Rooseveur. Thank you. 

We are next scheduled to hear from the representative of the Na 
tional Retail Lumber Dealers Association, represented by Boyd Mahin, 
attorney, from Chicago, and Northwestern Lumberman’s Association, 
represented by Mr. Joseph McKIveen. 

Mr. Mahin, suppose you start off if you will and try to givea 
little time to Mr. McK lveen if you can. 

Mr. Manrn. Yes, sir. 


STATEMENT OF BOYD MAHIN, ATTORNEY, CHICAGO, ILL., 0} 
BEHALF OF THE NATIONAL RETAIL LUMBER DEALERS ASSOC. 
ATION 


Mr. Manrn. Mr. Chairman, we Jo not represent the same groups 
but we do represent factors of the same industry. 

Now, in view of the time situation, I will cut through parts of m 

repared statement if I may with the understanding that it willk 
included in the record in its entirety. 

Mr. Roosevert. It will be included in its entirety following you 
present comments. 

Mr. Manin. However, I must say that the bills proposed so a 
versely and peculiarly affect retail lumber dealers that I am not going 
to be able in good conscience to slight some of the principal points. 

As has been stated, my name is Boyd Mahin. I practice law it 
Chicago and for the past 25 years have spent a substantial amount of 
time with retail lumber dealers and their problems. 

I appear here for the National Retail Lumber Dealers Association 
The association, through its regional affiliates represents retail lumber 
and building materials dealers in practically all sections of the 
country. 

There are now more than 30,000 such dealers in the industry. Al 
most half of them are in small towns of less than 2,500 population. 

For the most part, they are relatively small establishments, and i 
is common for one company to operate several yards in neighboring 
communities. 

There are a few large yards in major construction centers, but eve 
in such large cities it is customary for there to be many small yarts 
dispersed throughout the areas. These retail yards average oil 
about eight employees per yard. 

However, retail lumber dealers are not appearing before this sub 
committee as a low-wage industry. Average hourly earnings it 
proximate $1.90 per hour and average weekly earnings $80 per wee 

Such earnings are higher than in many manufacturing industries. 

Further, it is significant that our industry provides a continuity 0 
employment which is of more practical benefit to employees thal 
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many so-called “guaranteed wage” plans in manufacturing industries. 

We do concur in statements of retail generally, in opposing this leg- 
islation, but we would like to invite your attention and to the mem- 
bers of the subcommittee, to the special problems of the retail indus- 
try, to the startling and almost unbelievable fact that although mem- 
bers of the retail industry justifiably have enjoyed exemptions since 
the inception of the act, the present bill would take away exemption 
from practically all of our 30,000 lumber dealers. _ 

In doing that I would like to consider three questions: 

First, why has the retail lumber industry always been exempt from 
the act ¢ 

Two, why would this bill bring practically all our members under 
this act; and 

Three, what would be the effect of the coverage? 

I know it is popular in these days to pooh-pooh localized activities 
and the increasing tendency toward government from the Federal 
authority, but the fact does remain that the principal reason for the 
exemption of lumber dealers is their distinctly local nature of their 
activities. 

This reason for exemption was considerably stated at the time the 
law was enacted and is equally cogent today. It was explained by 
the chairman’s distinguished father in his message to the 75th Con- 

ress. 

Although a good portion of the goods of American industry in 
interstate commerce will be covered by the legislation which we 
recommend, there are many purely local pursuits and services which 
no Federal legislation can effectively cover. 

Similar comments were made by Senator Black, Senate report, and 
so forth. 

Now, why is the Retail Lumber Dealers Association so localized an 
operation. The essential function of retail dealers is that of having 
readily available in local communities the many items used in build- 
ing construction. The retail functions of the yard are similar whether 
they are single yard operations or parts of two, three, four or more line 
yard operations. 

There is a physical reason for that. Building materials are heavy. 
They must be stored and available in spots close to construction sites. 
Both time and transportation make it uneconomical in most cases 
to make deliveries out of yards local community area. 

In fact, it would be difficult to think of anything more localized. 

The last commerce quiver in building materials ends when they 
get into stock. Thereafter, the use of building materials in con- 
struction is static. It is just like planting a tree. The products made 
are no longer susceptible to movement in commerce. 

Now, the preface, then, lumber dealers always have been free from 
wage and hour control because they are localized operations of this 
kind. 

It may be that some who are supporting this legislation believe in 
greater Federal control of our economy and increased governmental 
regulations of local business affairs and are supporting these bills in 
furtherance of that objective. 

Now, if so, there is little that can be said other than to express dis- 
igreement with that objective. 

55097—60—pt. 3 7 
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Certainly this bill would further that objective. However, to those 
proponents who want to preserve the exemption for typical retail 
yards and think that the proposed legislation would catch only the big 
firm, we urge reconsideration. Pare 

That brings me to the second question: Why would this bill bring 
practically all lumber dealers under the act ? 

Whether by attention or inadvertence the fact is this bill would 
deprive a a large majority of our 30,000 dealers of their long-recog- 
nized exemption. An employer is brought under the act by a combi- 
nation of two circumstances : 

First, he is within basic coverage and, second, he is not within any 
of the exemptions. 

Now, our industry is in trouble on both counts. First let me men- 
tion briefly the basic coverage provision. 


ACTIVITY AFFECTING COMMERCE 


As has been testified before this language would scrape the bottom 
of the coverage barrel. By expanding basic coverage to cover prac- 
tically all local interstate relationships the foundation for later ex- 
pansion of coverage is laid. 

Now, this is a vital concern to our industry because it would apply 
basic coverage to every one of our 30,000 dealers in the country, and 
there is no mystery why that would happen. 

It is the language of the labor law which applies to employers and 
their employees which affect commerce and this has been so broadly 
oontianall by the courts that the scope of Federal jurisdiction under 
the act has proved to be practically unlimited. 

The legal gimmick by which this is accomplished is the concept 
that the sale or use of goods which originated in other States affeets 
commerce. That has been so broadly construed as to apply even after 
goods come to rest under the State the local distribution under the 
labor law generally does affect commerce. 

The second broadening feature of the basic coverage—— 

Mr. Roosevett. Mr. Mahin, you would advocate then that we have 
a different concept of interstate commerce under one section of the 
Federal law than the other ? 

Mr. Maurn. I will come to that exactly. It is mandatory almost 
that you have a different standard under the wage and hour law. 

The second broadening feature is this employer enterprise concept 
which ties together all the activities of an employer at its numerous 
establishments which changes the present practice. 

To illustrate: A retail lumber yard formerly clearly exempt would 
be covered if it affiliated with any covered enterprise. 

Now, to come to your question, Mr. Chairman, the proponents argue 
that broad coverage language—the broad coverage language pro- 
posed—is similar to the labor law and there is no reason why it should 
not be applied in the wage-hour law. 

This argument is fallacious. The labor law does not impose broad 
civil-criminal obligations and it is not self-operating. 

The exercise of legally existent jurisdiction by the Labor Board 
is discretionary. 
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For many years, as is well known, the Board pursued a vacillating 
ourse Which had blunderbuss enforcements effect in the area of local- 
zed business. 

In order to bring some order out of enforcement chaos, the Board 
frentually was forced to adopt limiting yardsticks thus by Labor 
joard action thousands of employers and millions of employees were 
xcluded from application of the labor law. 

Now, such limitless coverage could not be so alleviated by adminis- 
rative action under the wage-hour law because coverage in the 
riminal and civil liabilities incident thereto are automatically opera- 
ive. 

The sanctions of the Wage-Hour Act are not and could not properly 
ie turned on and off or varied at the discretion of the Labor De- 
jartment. 

Admittedly, the impact of such automatic sanctions throughout the 
wtermost reaches of the commerce power would be staggering and 
impossible of administration. 

Now, speaking of identical language in the 1957 proposal Secre- 
wry Mitchell, whose penchant for broader coverage is well known, 
ievertheless said this: these proposals would in effect obliterate any 
listinction under this law between interstate and intrastate com- 
merce. 

In practical application the law would go on to cover all enter- 
prises and employees everywhere. This is not my conception of the 
proper application of commerce power in this field. 

This administration does not propose to extend the act to millions 
of small businesses of this type. 

Now, the people I represent are this type of small business. Being 

under basic coverage, as every dealer is, because he uses and sells ma- 
terials which are originated in other States, they can look only to 
the exemption provisions to be outside of coverage. 
Mr. Roosrvett. Mr. Mahin, may I just say to you and for the 
record, that I think the matter you have brought up there deserves 
real consideration and certainly will get it from the members of this 
committee I assure you. 

Mr. Manin. Thank you, sir. 

Now, when we look to the exemption provisions, what do we find? 
Again the road is blocked because of the peculiar characteristics 
f this industry. The proponents claim that this bill and others 
vould exempt all but the big chains and the big operators. 

That is not true in our industry. It would be difficult to devise 
iguage more damaging to retail lumber dealers. This is true be- 
use of three specific provisions of the bill. 

Now, the first provision, the bill would establish a 50,000 business- 
% test which disregards the reality of operation in the lumber indus- 
ty. In effect, the Srehimnes of this bill have resurrected the prewar 
inition of retail activity which has been a continuing torch for our 
idustry from the beginning. 

Icannot overemphasize the seriousness of this in our industry. It 

ll be recalled that wage-hour attorneys in their early crusade for 
moader coverage devised the theory that only sales for private con- 
oe were retail and sales for business consumptions were not 

ail, 
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I. 


This theory was embraced by the Supreme Court in the Poland 
case. It was this concept and this case which caused Congress iy ser 
1949 to amend the retail exemptions to establish industry recognition aoe 
in order that sales for business consumption could be accorded their | expl: 
proper retail classification and local retailers would not be denied “A 
exemption. ate 

Instead of that, section 3(t) of the new bill would permit exemption | can . 
only if sales for resale and sales to customers engaged in mining} In 
manufacturing, transportation, or communications businesses in the | ®!@¢! 
aggregate do not exceed $50,000. legis 

Now, presumably this is intended to cover all business users, | ail #/ 

In any event, we have no doubt that the proponents of this legisla. | adde 
tion would insist that sales to building contractos, farmers, and all} ™ 


types of mercantile businesses would be considered wholesale or yen 
commercial, Th 


Mr. Rooseverr. Mr. Mahin, that is a quorum call. I am going tof their 
ask you and Mr. Schacter and Mr. McK Iveen, also, whether it wouli] ‘?*! 


be agreeable to you to come back at 2 o’clock. Pe : 
Mr. Mautn- We will be very glad to, sir. mater 
(The formal statement of Mr. Mahin follows :) _ 

delive 

STATEMENT OF Boypd MAHIN FOR THE NATIONAL RETAIL LUMBER ber di 

DEALERS ASSOCIATION than 1 

to con 





My name is Boyd Mahin. I practice law in Chicago and for the past 3f not ir 
years have spent a substantial amount of time with retail lumber dealers anif last c 
their problems. a sem 

I appear here for the National Retail Lumber Dealers Association. Th mater 
association, through its regional affiliates, represents retail lumber and builé-§ longer 
ing materials dealers in practically all sections of the country. There are novg the pa 
more than 30,000 such dealers in the industry. Almost half of them areiif Thu 
small towns of less than 2,500 population. For the most part, they are relativey§ Feder: 
small establishments, and it is common for one company to operate severlf operat 
yards in neighboring communities. There are a few large yards in major It n 
construction centers, but even in such large cities, it is customary for ther§ greate 
to be many small yards dispersed throughout the areas. These retail yard of loc; 
average only about eight employees per yard. objecti 

However, retail lumber dealers are not appearing before this subcommitle§ to exp; 
as a low-wage industry. Average hourly earnings approximate $1.90 per houg posed | 
and average weekly earnings $80 per week. Such earnings are higher than} How 
many manufacturing industries. Further, it is significant that our indus tion sh 
provides a continuity of employment which is of more practical benefit! legislat 
employees than many so-called guaranteed wage plans in manufactuti§ matter. 
industries. This 

I realize that these hearings are drawing to a close and that there has be 
much testimony offered concerning the pros and cons of this legislation. 
opposition to this legislation, it has been testified that H.R. 4488 would incret 
coverage by approximately 8 million additional employees; that this and ¢ 
increase in minimum rate proposed would have adverse economic effects bec# 
it would cause inflationary price increases, impair retail services, and de 
job opportunities. With this opposition by the retail industries generally, 
concur. However, in the short time available today, I would like to invite! 
attention of the members of this subcommittee to the special problem off ay 
retail lumber industry—to the startling and almost unbelievable fact ¢ ond 
although members of the retail lumber industry justifiably have enjoyed ex@™§Nation i 
tion since the inception of the act, the present bill would take away ™gMantiall, 
exemption from practically all the 30,000 members of our industry. In T OW! 




















I WHY 
Whet 
would | 
exempt: 


eI 
(1) He 


ot 
doing, I would like to consider with you the answers to three questions: oo 
(1) Why has the retail lumber industry always been exempt from id =a) 
“ ( 


act? No. 884, 


(2) Why would H.R. 4488 bring practically all lumber dealers under ! 


act? 
(3) What would be the effect of coveraze? 
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I. WHY HAVE RETAIL LUMBER DEALERS ALWAYS BEEN ACCORDED EXEMPTION ? 


land The principal reason for the exemption of retail lumber dealers is the dis- 
3S MF tinctly local nature of their activities. This reason for exemption was clearly 
ition | stated at the time the law was enacted and is equally cogent today. This was 
heir explained by the late President Roosevelt in his message to the 75th Congress : 

: “Although a goodly portion of the goods of American industry move in inter- 
nied state commerce and will be covered by the legislation which we recommend, 
there are many purely local pursuits and services which no Federal legislation 
tion | can effectively cover.” 
ning, In oe the bill to the Senate, Senator (now Supreme Court Justice) 

Black said: 
1 the “# * * Tt is not intended to, and does not, attempt to provide by Federal 
legislation the fixing of minimum wages and maximum hours of employment in 
rs, fall the varied peculiarly local business units of the Nation. * * *” [Emphasis 
yisl- | added.] (S81 Cong. Rec. 7648. ) 
d all This same concept and commitment in respect of noninterference with local 
retail activities was amplified in the Senate report.’ 
le or Now, why is a retail lumberyard so localized an operation? 
The essential function of lumberyards is that of having readily available in 
ng tof their local communities the multitudinous items used in building construction, 
vould repair, and maintenance by homeowners, contractors, and other consumers. The 
retail functions and facilities of individual yard units are similar whether they 
are single yard operations or parts of 2, 5, 10, or 25 yard operations. Building 
materials are heavy and bulky and must be stored in close proximity to jobsites. 
Both time and transportation factors make it uneconomic in most cases to make 
deliveries outside the yard’s local community area. That is the reason retail lum- 
ber distribution, for the most part, is through many dispersed small yards rather 
than through large concentration yards. In fact, gentlemen, it would be difficult 
to conceive of a more localized function. The activities of local lumberyards do 
ast Jf not in any real sense burden, obstruct, or concern interstate commerce. The 
rs anig last commerce quiver vanishes when the goods are received in stock. There isn’t 
asemblance of commerce in the local sale and use of building materials. Such 
materials become part of the real estate (just like a planted tree) and are no 
longer susceptible to movement in commerce. And this is true whether or not 
the particular yard is affiliated with other yards in the same or a different State. 

Thus, gentlemen, lumber dealers always have been and should be free from 
Federal wage-hour regulation and control—because they are such localized 
operations. 

It may be that some of those who are supporting this legislation believe in 
greater Federal control of our economy and increased governmental regulation 
of local business affairs, and are supporting these bills in furtherance of such 
objectives. If so, there is probably little that can be said to them, other than 
# to express fundamental disagreement with their objectives. Certainly, the pro- 
posed legislation would further their purposes. 

However, to those proponents who are motivated by the belief that the exemp- 
tion should be preserved for typical local lumber dealers but that the proposed 
# legislation would catch only the “big fish,” we urge reconsideration of the 
® matter. 

This brings us to our second question. 


























IL WHY WOULD H.R. 4488 BRING PRACTICALLY ALL LUMBER DEALERS UNDER THE ACT? 


Whether by intention of inadvertence, the astounding fact is that this bill 
would deprive a large majority of our 30,000 dealers of their long-recognized 
# Xemption. 


An employer is brought under the law by a combination of two circumstances : 
(1) He is within basic coverage; and (2) he is not within any exemption. 


*“The bill carefully excludes from its scope business in the several States that is of 
Ke eurely local nature. It applies only to the industrial and business activities of the 
ation insofar as ony | utilize the channels of interstate commerce, or seriously and sub- 
way itially burden or harass such commerce. It leaves to State and local communities 
{In @*!r own responsibilities concerning those local services and other business trades that do 
ot substantially influence the stream of interstate commerce. For example, the policy in 

' 8 regard is such that it is not even intended to include in its scope those purely local 
rom @#0d small business establishments that happen to lie near State lines, and solely on account 
t such loeation, actually serve a wholly local community trade within two States” (S. Rept. 


nder i” 884. 75th Cong., Ist sess., p. 5). 











1036 MINIMUM WAGE-HOUR LEGISLATION 


Under the proposed bill, members of our industry would be in serious trouble 
on both counts. This is because of the extreme breadth of the “basic coverage’ 
provisions and the equally extreme restrictiveness of the exemption prov. 
sions, as they would apply in our industry. 


A. Basic coverage 

(1) “Activity affecting commerce’—proposed section 5(8s).—This definitig, 
would scrape the bottom of the local activity barrel by the most far-reaching 
application of commerce power yet devised; i.e., “activity affecting commerce” 
which is defined as “any activity in commerce, necessary to commerce, or con- 
peting with any activity in commerce, or where the payment of wages at rates 
below those prescribed for this Act, or the employment of child labor prohibited 
by this Act, burdens or obstructs or tends to burden or obstruct commerce or 
the free flow or goods in commerce.” 

By expanding basic coverage to cover practically all local intrastate en. 
ployment relationships the proposals would lay a firm foundation for later 
universal Federal regulation of all such activities. For all practical purposes, 
this definition would obliterate any distinction between Federal and State juris. 
diction and authority insofar as the right to regulate wages and hours is con- 
cerned. A State could regulate, if at all, only by sufferance of the Federal 
authority. 

This is of vital concern to our industry because it would apply basic coverage 
to every 1 of our more than 30,000 dealers in the country. 

There is no mystery as to why this language would have this effect. It is the 
language of the Labor Management Relations Act (Taft-Hartley), which applies 
to “employers” (and all their employees) whose activities “affect commerce.” 
This has been so broadly construed by the courts that the scope of Federal juris- 
diction under the Labor Act has proved to be practically unlimited. The legal 
gimmick largely responsible for this result was the concept that the sale or use 
of goods which originated in other States “affects commerce.” This became 
known as the “inflow” doctrine and was eventually extended to cover the sale 
or use of materials originating in other States, even after the materials had come 
to rest within the State.’ 

It was with a like effect that Congressman Celler was concerned when wage 
hour coverage of “activities affecting commerce” was under consideration by the 
83d Congress.* 

In the nature of things, every lumber dealer must receive a substantial part 
of his materials from out of State and, without question, would be within basic 
coverage * under H.R. 4488. 

(2) The “employer-enterprise” concept.—Basic coverage would also be greatly 
extended by changing from the individual employee basis (which has been the 
standard in the law from its inception) to an “employer-enterprise” definition. 
This would discard the long-established concepts of individual employees ani 
individual establishments and would apply the act to all employees at all loca 
tions if the “employer-enterprise” activities anywhere “affected commerce” a 
defined. 


2? Thus, the Labor Act (insofar as statutory power is concerned) applies to all commer 
cial hotels, restaurants, coal dealers, lumber dealers, hardware stores, office supplies 
stores, paint shops, jewelry stores, music stores, stationers, clothing stores, grocery stores, 
drugstores, shoestores. feedstores, undertaking parlors, and any other local businesses whith 
purchase or use materials originating in other States. 

*“Tt matters not if the business is local, purely local. If substantially that local stor 
buys and receives substantially its stock and merchandise from outside the State, !t 
affects the stream of commerce and is considered embraced in the bill. 

“That standard is as broad as a barn door and will allow almost anything to come il. 
It may embrace any business. Let us take a retail butcher shop in my district. I shoul 
say that practically all the purchases of that retail butcher in my district must involve 
interstate commerce in the sense of this bill: namely, all the meat would come from out 
side New York State. The pork loins would come from Des Moines, possibly, the beef from 
St. Louis, the tenderloins from Chicago, and the fowl from New Jersey. * * * 

“Let us take a building contractor in my city. All that he purchases for the erectio 
of a building in my district would have to come from outside the State. His purchase 
are substantially from outside New York. * * * 

“The flour which the loeal grocery store sells will very likely come from Minneapolis 
the pickles and the catsup from Pittsburch. the nreserves from California, the sngar from 
Colorado, the maple syrup from Vermont. the rice from Louisiana, and the fruit from 
Florida. That grocer mitht be deemed affecting the stream of commerce if the presett 
wording of the bill remains” (83 Congressional Record, pp. 7393, 7394). 

4 In addition, of course, the proposed edfinition of “produce” (sec. 3(4)) to include 
everything ‘“‘necessary”’ to production would restore the extremelv broad and vague dein 
tion of the original act, which the workable definition of “preduce” adopted in 1949 Wa 
intended to correct. 





defi 
dust 


Cove 
and 








trouble 
yerage’ 
provi- 


finition 
aching 
merce,” 
Or Con- 
it rates 
hibited 
erce or 


ite en- 
r later 
Ir Poses, 
e juris- 
is con- 
Federal 


overage 


t is the 
applies 
merce. 

il juris- 
1€ legal 
» OF Use 
became 
he sale 
1d come 


n wage 
1 by the 


ial part 
in basic 


greatly 
een the 
finition. 
ees and 
ull loca- 
ree” as 


commer 
supplies 


"y stores, 
es which 
cal store 
State, it 


come It. 
I should 
t involve 
rom out: 
reef from 


erection 
urchases 


neapolls, 
ger from 
uit from 
> present 


» include 
ue defini: 
1949 was 





MINIMUM WAGE-HOUR LEGISLATION 1037 


To illustrate, a retail lumberyard, formerly clearly exempt, would be covered 
if it were affiliated with any covered “enterprise.” 

(3) The labor law analogy is fallacious.—Proponents argue that broad 
coverage language proposed is similar to that of the Labor-Management Re- 
lations Act and that there is no reason why it should not be applied in the wage- 
hour law. This argument is fallacious. The Labor-Management Relations Act 
does not impose broad civil and criminal rights and obligations, and it is not 
self-operative. The exercise of legally existent jurisdiction by the Labor Board 
is discretionary. For many years the Board pursued a yacillating course which 
had blunderbuss enforcement effects in the area of localized business. The lim- 
itless reaches of Board authority exceeded the fondest hopes of the early cru- 
gaders. In order to bring some order out of enforcement chaos, the Board 
eventually was forced to adopt limiting jurisdictional “yardsticks.” Thus, by 
Labor Board action, thousands of employers and millions of employees were 
excluded from application of the National Labor Relations Act. 

Such limitless coverage could not be so alleviated by administrative action 
under the wage-hour law, however, because coverage, as well as criminal and 
civil rights and liabilities incident thereto, is automatically imposed. The sanc- 
tions of the Wage-Hour Act are not and could not properly be turned on and off 
or varied at the discretion of the Labor Department. Admittedly, the impact of 
such automatic sanctions throughout the outermost reaches of the commerce 
power would be staggering and impossible of administration. In practical effect, 
the whole field of wage-hour regulation of local enterprises would be preempted 
because few State laws could be expected to outdo Federal largess in such 
matters. 

Speaking of identical language in the 1957 proposals, Secretary Mitchell, whose 
penchant for broader coverage is well known, nevertheless said : 

“These proposals would in effect obliterate any distinction under this law 
between interstate and intrastate commerce * * *, In practical application the 
law would go on to cover all enterprises and employees everywhere * * *. This 
is not my conception of the proper application of the commerce power in this 
field. This administration does not propose to extend this act to the millions of 
small local businesses.” 

The lumber dealers I represent are essentially the type of small businesses to 
which the Secretary referred. The extended basic coverage provision of the 
proposed bill is wrong in principle and would be wrong in application. 

Being under basic coverage, our dealers could look only to the exemption 
provisions—but there, too, they would find the road to exemption blocked. 


B. The so-called exemptions of H.R. 4488 would not exempt our dealers 


Proponents claim that H.R. 4488 and like bills (despite the broad basic cov- 
erage provisions) would exempt all but the big chains and large operators—the 
“big fish.” Nothing could be further from the truth in our industry. It would 
be difficult to devise language more damaging to retail lumber dealers. This is 
true because of three specific provisions of the bill and resultant reasons. 

(1) The bill would establish a $50,000 “business use” test, which disregards 
the reality of retail lumber operations.—By so doing, the bill would scuttle the 
carefully developed and long-established industry recognition test now contained 
in section 13(a) (2), which has preserved this industry’s exemption over the 
years. 

Section 3(t) (1) provides: 

“(t) ‘Employer engaged in an activity affecting commerce’ means an 
employer in any of the following categories who is engaged in any activity 
affecting commerce: 

“(1) any enterprise where such employer has one or more retail 
establishments if the annual gross volume of sales of such enterprise 
is not less than $500,000 or if the sales of such enterprise for resale 
or to customers who are engaged in a mining, manufacturing, trans- 
portation, commercial, or communications business amount to at least 
$50,000 annually ;” 

By this language, the draftsmen of the bill have in effect resurrected a prewar 
definition of “retail” activity which would be particularly damaging to our in- 
dustry. I cannot overemphasize the seriousness of this. 

It will be recalled that wage-hour attorneys, in their early crusade for broader 
coverage, devised the theory that only sales for private consumption were retail 
and sales for business consumption were nonretail. This unique theory was 
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embraced by the Supreme Court in the Roland case (326 U.S. 657 (1946)). It 
was this concept and this case which caused Congress in 1949 to amend the 
retail exemptions to establish the industry recognition test in order to insure 
that sales for business consumption would be accorded their proper retail classi- 
fication and that local retailers would not be denied exemption. 

Instead of the retail recognition test, section 3(t) of the present bill would 
permit exemption only if sales for resale and sales to customers engaged in 4 
mining, manufacturing, transportation, commercial, or communications busi- 
ness in the aggregate do not exceed $50,000 per year. Presumably, this is in- 
tended as including all business users. In any event, we have no doubt that the 
proponents of this legislation would insist that sales to building contractors, 
farmers and all types of mercantile businesses would be classed as “wholesale” 
or “commercial.” 

The impact of this on our industry would be devastating. There are few retail 
lumber dealers, even in the smallest hamlets, whose sales for resale and to con 
tractors, other business consumers, and farmers would not substantially exceed 
the $50,000-volume limit. In fact, if this definition stands, the proposals as to 
basic coverage and the other retail exemption limitations would become largely 
academic insofar as our industry is concerned. With few exceptions, our 30,00 
dealers would be subject to the act. 

(2) The so-called $500,000 retail-enterprise exemption is illusory and would 
deprive thousands of our dealers of eremption—We estimate that some 7,00 
to 10,000 yards would lose exemption under this clause. Several thousand 
single yards and practically all line yards (under the “enterprise” test) would 
exceed the $500,000 figure. A reason for this is that $500,000 is not a large vol 
ume in this industry. Transactions are often in carloads and a single car of 
lumber, plywood, or millwork can amount to several thousand dollars. The 
total amount of $500,000 would only cover the materials for 100 five- or six-room 
houses. It would be only about the value of common lumber piled 25 feet high 
on a small 75-foot x 150-foot lot. It would represent only about 100 cars of 
common lumber or 50 cars of siding or flooring. 

Under the $500,000 test, legal coverage would apply to a line of four or five 
small yards in neighboring towns (doing $125,000 each), whereas a single larger 
yard doing $490,000 in one of the towns would be exempt. Similarly, a small 
retail yard on one side of the street affiliated with a company doing $50,000 non 
retail business would be covered, whereas a retail yard across the street doing 
a little less than $500,000 would be exempt. Within the limits of a single town, 
there could be one yard covered because it sold more than $500,000, a second 
yard with $400,000 sales not covered, and a third with a volume of $100,000 
covered. This would be as ridiculous as it is discriminatory. 

(3) The $50,000 “construction and reconstruction” exemption limitation would 
deprive additional thousands of our members of eremption.—A large part of ou 
members provide installation and remodeling services as a means of merchandis 
ing their products, and many engage in some home construction. As any home 
owner of businessman knows, $50,000 is a small figure in home or building con 
struction and remodeling—i.e., two or three houses, or a dozen or so remodeling 
or installation jobs. 

Because of the bill’s rejection of the “establishment” test and its adoption of 
the “enterprise” test, a relatively minor amount of construction or remodeling 
work by a retail dealer would deprive him of exemption—if by chance he had 
not already lost it under section 3(t).° 

(4) Even to dealers not technically covered, the proposed bill would result is 
the practical equivalence of coverage—The impact on our industry would & 
greater than just the effect on yards directly covered. 

There are few communities in the country in which one or more yards would 
not be subject to the act for one reason or another. When the statute impose 
wage-hour requirements on one yard, similar conditions will extend to othe 
yards. This tandem effect from pilot conditions is well known. As any expefi 
enced labor agent or consultant will confirm, the high-wage employer in aly 
competitive area sets the pattern for the area. This applies not only to wagé 


* Without detailed comment, we invite attention to the utterly inconsistent treatment 
of proposed section 3(t)(7). This provision is stated as an alternative and independeft 
basis of coverage, rather than as a “catchall” secondary to the prior exemption provision 
(as is done in a similar Senate bill). As written, it would scuttle all the previous exem? 
tions. ‘This is because it has been held that an employee ordering, receiving, or han 
goods from other States before they have come to rest in stock is “engaged in commerce. 
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put to hours, overtime, and other conditions of employment. If a union can get 
a high benefit contract from one employer, the battle is half won. One retail 
jumberyard draws employees from the same labor market as do its local competi- 
tors. The only choice is that of meeting the competitive standards—or hiring 
jess productive employees. 

As a matter of fact, in our industry it is common practice for all lumberyards 
in an area to negotiate working conditions as a group, and this usually results 
in all yards operating under the same or similar agreements, which must be as 
high as the statutory obligations of any member of the group. ; 

Moreover, the chain reaction impact is not limited to the statutory minimums 
established. As testified by Secretary Mitchell last year, there is also a pro- 
nounced pyramid or “ladder” effect—i.e., when the lower rung is lifted, all other 
rungs are also raised. The preservation of wage differentials is a jealously 
emarded principle of all labor, organized and unorganized alike. If a yard 
laborer is increased from $1 to $1.25 an hour, it follows inevitably that the $1.75 
truckdriver insists on a raise to $2 or more. Thus, it is apparent that if the 
“ladder” impact on the wage scales of newly covered retail yards in the thou- 
sands of communities throughout the country were multiplied by the “tandem” 
effect on the other yards in their respective communities, the aggregate potential 
impact on our industry would be tremendous. 

Therefore the $500,000 and $50,000 limits of H.R. 4488 (and the $1 million and 
100-employee limits of H.R. 7490 as well) are misleading. They do not reflect 
or limit the total impact of coverage—an impact which extends far beyond the 
so-called big fellows of our industry. 

(5) The proposed bills are an opening wedge to ever greater coverage.—The 
sales quantity limits are illusory and misleading in a basic sense. They do not 
represent the real objectives of the proponents. We cannot help but look be- 
tween the lines to labor’s objective of universal coverage. It seems to us that 
the proponents of these bills are trying to divide our membership into covered 
“big fellows” and exempt “little fellows” and, thereby, to conquer our industry 
by pieces. Three years ago Mr. Meany insisted on increased coverage of 10 
nillion additional workers, and this year he insists on coverage of at least 7,500,- 
000 additional workers. Mr. Mitchell (who opposes the extreme provisions of 
H.R. 4488) says he is temporarily satisfied with 3 million. Labor repeatedly 
has sought bills which would abolish the retail exemption altogether. 

We may be wrong, but the present approach seems to us to be a current ap- 
plication of the late Senator Long’s famous technique of paving every seventh 
nile and then campaigning to connect the links. If the present bills are passed, 
it is not speculative to predict that, at every succeeding session of Congress, 
labor forces will be demanding greater curtailment and eventual elimination of 
the retail exemption. 

Therefore, our people think they are realistic when they view the proposals 
before this committee as forerunners of complete coverage. Once the principle 
of Federal regulation of local retail wages and hours is conceded, it then will 
become just a question of how many, how much, and when, 

So, gentlemen, as we view the problem, it is not only a matter of definitions 
and the size of the yardsticks used to separate the exempted “sheep” from the 
covered “goats.” We are opposed to this legislation because, even if its abortive 
exemption language were corrected, H.R. 4488 would apply the act to a large 
part of a retail industry whose long-recognized exemption, in its entirety, should 
be preserved. 

This brings us to the last question. 


Il. WHAT WOULD BE THE EFFECT OF COVERAGE IN THE RETAIL LUMBER INDUSTRY ? 


As previously stated, a major adverse effect would be Federal usurpation of 
wage-hour control over distinctly localized activities. 
But, what of the effect on the industry, the public, and employees? 


A. Coverage would impair retail service to the detriment of the industry and the 
public 
The retail lumber dealer's product, in large part, is service. The essentiality of 
his function is based upon his ability to serve the needs of homeowners, con- 
tractors, and other consumers in his community. 
As the members of the subcommittee know, the operations of local yards are 
hecessarily adapted to the living requirements and buying habits of their cus- 
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tomers. Lumber yards serve a great variety of customers: farmers, homeowners, 
building contractors, local business concerns, “do it yourselfers,” etc. To a large 
extent, these customers of retail yards require service at other than norma 
working hours. Yards must be open early and late 6 days a week, often as much 
as 48 or more hours. Dealers cannot change the fact that farmers must buy 
in the evenings and on Saturdays. “Do-it-yourself” customers must buy befor 
or after work on weekdays and on Saturdays. Contractors must have early ae. 
cess to yards in order to keep work going on construction jobs. Dealers hap. 
dling coal and fuel must be able to make deliveries early and late. Although 
having to stay open on Saturdays to serve farmers and homeowners, dealers 
cannot close on weekdays (as do some retailers) because they must be open 
to serve contractors. 

In other words, a dealer’s operations cannot be controlled according to map. 
hour productivity as can factory production lines. In factories, work can be 
scheduled in advance. If orders fall off, shifts can be staggered, employees can 
be laid off, and departments can be shut down. The retailer, however, must 
stay open for business in order to serve his customers, and this is true despite 
the fact that every day and every week there are many hours when there are few 
customers to serve. 

It isn’t necessary to get involved in any complex and controversial formulas 
to recognize that the productivity of employees in retail yards varies widely dur 
ing the hours it is open for business. Anyone who has worked in a small town 
(or big town, for that matter) retail establishment, as I have, knows that, unlike 
factory work, a retail employee's activity, mentally and physically, is sedentary 
a large part of every day—he must wait for customers to serve. Thus, in retail- 
ing there is a large fluctuation in the productivity of man-hours which, even with 
the best management, is an inherent feature of the retail function. 

The fact that retail services and facilities in our industry cannot be turned of 
and on like a factory line was, and still is, a principal reason for our exemption. 
Service of this kind cannot sensibly be furnished at overtime penalty rates, and 
the natural effect of coverage would be the curtailment of retail services and in- 
ability to meet the needs of the buying public. This not only would be detrimen- 
tal to our yards but would be most prejudicial to the buying public.‘ 

The only alternative to curtailment of service would be the payment of the 
overtime penalties the law imposes for the longer weeks retail dealers must stay 
open. Since our industry is operating on a low-profit margin (averaging be 
tween 1 percent and 2 percent on sales), these added overtime costs (as well as 
the higher wages forced by differentials in wage classifications) would have to 
be passed on to consumers. This would increase housing costs in the already 
price-inflated construction industry—a result obviously inimical to the public 
interest. 

Our dealers also confess a desire to avoid the burdens of regulation, inspection, 
recordkeeping, and like incidents of Federal control.’ There can be no question 
but that the desire not to impose such burdens on local business units was a rea 
son why the Congress, in its wage-hour law considerations, again and again has 
stressed the necessity of avoiding Federal control over these local retailing ac 
tivities. Our dealers urge that these burdens not now be imposed on them. 


B. Wage-hour coverage would not be of real or lasting benefit to employees in 
the retail lumber industry 
It is true that wage-hour coverage would require additional overtime payments 
for work over 40 hours a week. However, we do not think this incidence of cor 
erage would prove to be of lasting benefit to employees. 





6 Despite its present clamor for the 40-hour overtime coverage of retailers, organized 
labor lone has recognized and accepted the absolute necessity for longer working hour 
in our industry. ‘The maior union with whom retail lumbermen must deal is the Teamsters, 
which is not noted for difference in its contract demands. Yet the large preponderance 
of our industry’s labor contracts (which cover thousands of truck drivers and yard help) 
eall for overtime only for work over 44, 48, or more hours per week. 

7™They vividly remember the NIRA and OPA days. The fact is that few dealers ar 
or could be equipped to comply with wage-hour requirements. It takes hours just to 
read the technical regulations and bulletins of the Wage-Hour Division. Meticulou 
records must be kept of time worked, overtime, regular hourly rates, the basis of w 
computations, ete. (Wage-Hour Interpretative Bulletin pt. 778 deals with the sin 
question of overtime requirements. ‘There are 90 topics in the table of contents.) 
seriousness of the situation is illustrated by the fact that about half the companies invet 
tigated by the Division are found to be in violation of the law or the complicated regu: 
lations issued under it. Pven large corporations with technical staffs and high-priced 
lawyers have difficulty keeping abreast of all these requirements. 
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Yo an extraordinary degree, retail lumber dealers have provided substantial 
stability and regularity of employment to their workers. Most employees are 
hired by the month or the year. The National and State associations sponsor 
schools for employees and, to a large extent, these trainees look upon their jobs 
as lifetime positions. It is common for dealers to carry their regular employees 
on a salary basis month in and month out through slack as well as busy seasons. 
This makes it possible to handle the business during rush seasons and to aver- 
age things out during slack periods, which is of mutual benefit to dealers and 
employees alike. Such averaging is impossible under the wage-hour law. 

If wage costs in this industry are increased to a point that man-hour produc- 
tivity becomes a controlling factor (as is now the case in manufacturing), the 
regularity of work now enjoyed by retail employees will be endangered. Plac- 
ing retail yards in 40-hour straitjackets (because of overtime penalties) would 
force dealers to shift toward the factory system of staggered work schedules 
and layoff and recall practices.* Employment in the retail lumber industry 
would tend toward the reasonal employment fluctuations of the construction 
and farm industries it serves. 

I believe that few lumberyard employees, informed of the pros and cons of 
coverage, would want to trade their present employment stability for the 
factory system of production line schedules. They would realize they now en- 
joy more security and continuity of employment than would be available under 
a factory-type system. 

In addition, loss of exemption would deny job opportunities to many workers 
in this industry. At the present time, retail dealers are able to provide live- 
lihood for thousands of people who, for one reason or another, are unable to 
handle regular full-time jobs—i.e., watchmen, students, beginners, office clerks, 
part-time workers, janitors, superannuated employees, etc. To many families, 
these earnings help in meeting the family budget. A substantial increase in 
overall wage costs necessarily would require the employment of more productive 
workers and laborsaving devices. Dealers could not afford to provide employ- 
ment for many of the low-productivity employees now carried on payrolls; i.e., 
anyone who could not earn the minimum wage and overtime H.R. 4488 would 
require. It is clear that this bill constitutes a real threat to the job oppor- 
tunities of these employees. 

In conclusion, may I express the appreciation of the retail lumber industry 
for the opportunity of appearing today. We firmly believe it is to the interests 
of lumber dealers, their employees, and the public that their full retail exemp- 
tion be preserved. The same considerations that led to the original exemption 
prevail equally today. We, therefore, urge that this subcommittee reject H.R. 
4488 and any other proposals which would strike down all or any part of this 
industry’s long-recognized exemption. 


Mr. Roosevett. I will get permission for the committee to sit and 
we will come back and be happy to continue. 

Mr. Manin. Yes, sir. 

Mr. Roosrveitr. So the committee will recess now until 2 o'clock 
this afternoon. 

(Thereupon, at 12:10 p.m., the subcommittee was recessed, to re- 
convene at 2 o’clock p.m., same day.) 





‘Testifying before the Senate Labor Subcommittee in 1957 in opposition to the exten- 
slon of overtime coverage to retail industries, Secretary Mitchell pointed out that this 
could work to the disadvantage not only of the business but of the employees as well. 
He went on to say: 

Bearing in mind, as I think we have to bear in mind, that the Fair Labor Standards 
Act specifies that it shall not be applied * * * if unemployment is to be caused or if there 
Ik to be any undue hardship—it seems to me that when an industry, a service industry 
such as this which must remain open to the public 6 days a week, that the imposition at 
} ~lidrrsist level of a mandatory ceiling on the number of work hours might be very 

p ve,” 

The Secretary's recommendations to this subcommittee this year are against imposition 

of overtime penalties on retailers. 
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AFTERNOON SESSION 


Mr. Roosevetr (presiding). The committee will be in order. 

The record will show that the committee is meeting after a recess 
and with permission of the House. We will continue now to hear 
from Mr. Boyd Mahin, the attorney from Chicago, representing the 
National Retail Lumber Dealers Association. 

Mr. Mahin, will you pick up where you left off. 


STATEMENT OF BOYD MAHIN, NATIONAL RETAIL LUMBER 
DEALERS ASSOCIATION—Resumed 


Mr. Maurin. Thank you. May I apologize for having to leave when 
I complete my statement without waiting for the last witness. I have 
a plane that I want to make. 

Prior to recess I had been pointing out that the proposed bill in 
addition to bringing practically all lumber dealers under basic cover: 
age was damaging to us in that the exemptions do not provide an out 
for a large majority of our people. I pointed out that the $50,000 
business-use test in effect resurrects the prewar definition of business 
use in respect of retail establishments. The impact of the $50,000 
limitation on our industry insofar as sales for business use is concerned 
would be tremendous, because there are few retail lumber dealers, 
even in the smallest hamlets, whose sales for resale and to contractors 
and other business consumers and farmers would not substantially 
exceed the $50,000 volume limit. If this definition stands, the 
posals as to basic coverage and the other retail exemption limitations 
would become largely academic as far as our industry is concerned. 
With few exceptions our 30,000 dealers would be subject to the act. 

I can’t conceive of a bill being enacted with that provision still in it, 
It may happen. If that is eliminated, however, I would like to point 
out that even the so-called $500,000 limitation in our industry when 
combined with this retail enterprise test would leave us in trouble. 
We estimate that some 7,000 to 10,000 yards would lose exemption 
under this clause. Several thousand single yards and practically all 
line yards under the enterprise test would exceed the $500,000 figure. 

The reason for this is that $500,000 is not a large volume in this 
industry. Transactions are often in carloads and a single car of 
lumber, plywood, or millwork can amount to several thousand dollars. 
The total amount of $500,000 would only cover the materials for 100 
5- or 6-room houses. It would only be about the value of common 
lumber piled 25 feet high on a small 75-foot by 150-foot lot. It 
would represent only about 100 cars of common lumber of 50 cars of 
siding or flooring. 

Under this $500,000 test, legal coverage in our industry would 
apply to a line of 4 or 5 yards in neighboring towns doing $125,00 
each, whereas a single larger yard doing $90,000 in one of the towns 
would be exempt. 

Similarly, a small retail yard on one side of the street affiliated with 
a company doing $50,000 nonretail business would be covered, whereas 
a retail yard across the street doing a little less than $500,000 would 
be exempt. 
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Within the limits of a single town there could be one yard covered 
because it sold more than $500,000, a second yard with $400,000 sales 
not covered, and a third with a volume of $100,000 covered. 

We feel this would be as ridiculous as discriminatory. But that 
is not all. The $50,000 construction and reconstruction exemption 
limitation which was newly injected into this bill would deprive addi- 
tional thousands of our members as exemptions. A large part of our 
members provide installation and remodeling services. Many en- 
gage in home construction. As any homeowner or businessman 
knows, $50,000 is a small figure in home or building construction. 
Two or three houses or a dozen or so remodeling or installation jobs. 

Because of the bill’s rejection of the “establishment” test, and the 
adoption of an enterprise test, a relatively minor amount of construc- 
tion or remodeling work by a retail dealer would deprive many of 
exemptions if he had not already lost it under section 3(t). The way 
the law works at the present time, being on an establishment basis, 
if a yard is exempted as a retail estbalishment, that exemption is not 
frustrated by the fact that he may at another location be engaged in 
a different type of enterprise. Even as to dealers not technically 
covered, the proposed bill would result in the practical equivalence of 
coverage. 

In other words, the impact would be greater than just the effect 
on the yards directly covered. There are few communities in the 
United States in which one or more yards would not be subject to the 
act for one reason or another. When the statute imposes wage-hour 
requirements on one yard, similar conditions will extend to other 
yards. This tandem effect from pilot conditions is well known. As 
any experienced labor representative will confirm, the high wage em- 
ployer in any competitive area pretty much sets the pattern for the 
area. This applies not only to wages, but to hours, overtime, and 
other conditions of employment. We have seen it again and again 
under the Secretary’s fixing of minimum wages under the Walsh- 
Healey Act and the Davis-Bacon Act. 

If a union can get a high benefit from one employer, the battle is 
half won. As a matter of fact, in our industry it is common practice 
for all lumberyards in a given area to negotiate working conditions 
asa group, and this usually results in all yards operating under the 
same or similar agreements, which must be as high as the statutory 
obligations of any member of the group. 

Moreover, the chain reaction is not limited to the statutory mini- 
mums established as testified by Secretary Mitchell last year. There 
is a pronounced pyramid or ladder effect. I don’t want to belabor 
that; that has been explained at some length by other witnesses. 
Therefore, the $500,000 and $50,000 limits of H.R. 4488 and the mil- 
lion-dollar, 100-employee limits of 7490 are misleading. They do 
not reflect or limit the total impact of coverage, an impact which 
would extend far beyond the so-called big fellows of our industry. 
This last point I would like to emphasize, because it is really the heart 
of a lot of our opposition. 

Moreover, from a realistic view the sales quantity limits are illu- 
sory and misleading in a more basic sense. We do not feel that they 
represent the real objectives of the ent We cannot help but 
look between the lines to organized labor’s objective of universal cov- 
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erage. Three years ago Mr. Meany insisted on increased coverage 
of 10 million. This year he says he will go along on 7.5 million. 

Mr. Mitchell says he is temporarily satisfied with about 3 million, 
Labor, however, repeatedly has sought bills which would abolish the 
retail exemption altogether. We may be wrong. But the present 
approach seems to us to be a current application of the late Senator 
Long’s famous technique of paving every 7 miles and campaigning 
to connect the links. If the proposed bills are passed, we do not be- 
lieve it is speculative to predict that at every succeeding session of 
Congress, labor forces will be demanding greater curtailment and 
eventually elminiation of the retail exemption. 

Therefore, our people think they are realistic when they view the 
proposals before this committee as forerunners of complete coverage, 
Once the principle of Federal regulation of local retail wages and 
hours is conceded, it will then become just a question of how many, 
how much, and when. 

So, gentlemen, as we view the problem it is not only a matter of 
definitions and the size of the yardsticks used to separate the exempted 
“sheep” from the covered “goats.” We are opposed to this legislation 
because, even if its abortive exemption language were corrected, H.R, 
4488 would apply the act to a large part of a retail industry whose 
long-recognized exemption, in its entirety, should be preserved. 

This brings us to the last question. 

III. What would be the effect of coverage in the retail lumber 
industry ? 

As previously stated, a major adverse effect would be Federal usur- 
pation of wage-hour control over distinctly localized activities. 

But what of the effect on the industry, the public, and employees! 

A. Coverage would impair retail service to the detriment of the 
industry and the public. 

There is a real reason for this. Our customers are farmers, they 
are homeowners, they are do-it-yourselfers and contractors. Nobody 
can change the fact that you have to sell to the do-it-yourself before 
work in the morning and after work at night. You cannot change 
the fact. that the contractor is there at 7 in the morning to get the 
material to keep the job going. You can’t get the farmer to trade at 
any other time than Saturday. If it is true in any retail industry, 
it is in our industry that you must provide service considerably more 
than 40 hours a week in many of our areas. That being the case, you 
cannot run a retail lumberyard like you can a factory. <A factory 
can schedule work in advance. If orders fall off, shifts can be stag- 
gered, many employees laid off, and departments can be shut down. 
The retailer must stay open for business in order to serve his cus 
tomers, and this is true despite the fact that there, every day and every 
week, are many hours when there are few customers to serve. 

Mr. Roosrvett. Why can’t that be done in those areas by closing on 
Monday ? 

Mr. Manin. Because construction work proceeds on Monday. 

Mr. Rooseveitt. Why can’t the contractor plan ahead enough time 
to have it on his site ? 

Mr. Maury. The contractor possibly could plan far enough ahead 
of time. The fact of the matter is that in the areas where we serve, 
even where retailers have come under the act, they have found it 
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necessary to stay open 6 days a week. In some areas they have cut 
down on Saturday afternoons to try to preserve the thing, but the 
fact of the matter is that aside from your city locations, they do regu- 
larly work substantially more than 40 hours. As a matter of fact, 
practically all of the contracts with labor unions in the industry 
provide for work in excess of 40 hours. Maybe it could be done if 
the contractors could be educated but it has not been. 

Mr. Roosrvert. I think that is the answer. 

Mr. Manin. The fact that retail services and facilities in our in- 
dustry cannot be turned off and on like a factory line was and still 
is a principal reason for exemption. Service of this kind cannot 
sensibly be furnished at overtime penalty rates, and the natural effect 
of coverage would be the curtailment of retail services and inability 
to meet the needs of the buying public. 

Then the last point I have on page 20 of my statement; frankly | 
we do not feel that coverage in our industry, which is a relatively 
high wage industry, would be of lasting benefit. The essence of the 
raison for it is this. In community after community, you may re- 
member your home communities, you will find that the retail lumber 
yard is manned and staffed by people in the office and in the yard who 
ae carried along on a weekly basis. During the wintertime when 
business is scarce and during the sumertime when it is heavy, it is 
worked out on a mutual benefit to a practically guaranteed annual 
basis. A little shorter hours in the winter and longer in the summer. 
You cannot average it out under the basic wage law, because it can’t 
be done. 

Mr. Roosrvetr. I have never been able to understand why it can’t 
bedone. Why can’t it be done? 

Mr. Mantn. That is a good question. It can’t be done because the 
law requires payment of overtime in excess of 40 hours a week. Even 
if you have a man on salary, the Wage and Hour Division by its 
rulings makes you divide the salary he gets by the number of hours 
heactually works. Then whatever that hourly rate comes out to, you 
have to pay him a half extra to get him the overtime. 

At one time they devised a system whereby if you worked a man 35 
hours this week you could work him 45 hours the next week and 
werage it out straight time. That was abandoned. 

Mr. Roosrvett. Was that abandoned administratively ? 

_ Mr. Mantn. The courts did not sustain the inkling that the Admin- 
istrator was moving in that direction. You can’t average out from 
week to week. 

Mr. Roosevett. Do you have the cases in which that particular 
subject was declared to be not in conformity with the law? 

Mr. Manin. Surely. 

Mr. Roosrvetr. Would you provide them for the committee? 

Mr. Maury. Surely. 

Mr. Roosever. I understand we have them so I don’t want to bur- 
den you with providing them. 

Mr. Mantn. If anything is certain under the act, each week stands 
mits own feet on a weekly basis. Because of that, we feel if lumber- 
jard employees were actually informed of the pros and cons 

Mr. Roospvent. May I interrupt you for my information? In that 
ise that was not upon a guaranteed annual wage basis, was it? 
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Mr. Maun. No. 
Mr. Roosrver. Are there any cases from your knowledge where 4 
guaranteed annual wage averaging has been declared not to be in 
conformity with the act? 
Mr. Maury. The provisions of the act in that respect have been 
completely futile. I know of no industry that has ever been able to 
take advantage of those provisions. 
Mr. Roosrverr. However, there would be nothing, as far as you 
know, which would deny us the opportunity to put this into law 
where a guaranteed annual wage was the custom and we found some 
formula to average it out ? 
Mr. Maury. Certainly that could be done, but the experience for 
the last 20 odd years—I guess about 22 years—would indicate that it 
would not serve a useful purpose because few people would do it. 

Mr. Roosrvetr. It would answer the problem you are raising here, 

Mr. Maurin. If we would want to undertake that kind of firm com- 
mitment to get your flexibility, it might. People just have not wanted 
to do it that way. 

Mr. Roosevett. People just have not wanted to get under the aet 
to pay the wage, period. I am trying to be fair to you. 

Mr. Manin. Therefore, it is our view that we request that the bill, 
4488, be rejected by this subcommittee and that lumber dealers do not 
be subjected to the act in any respect. 

Mr. Roosevetr. Mr. Mahin, have you any figures that you can give 
us as to the wage standards within the industry today? 

Mr. Mautn. The last report from the Bureau of Labor Statistics 
which groups our people with hardware people, indicated an averag 
hourly rate of about $1.80. 

Mr. Roosrvetr. You are well above the minimum. It is the over 
time you are interested in. 

Mr. Mann. Yes; we are well above the minimum. Our principal 
problem would be overtime, that is true. There may be areas wher 
they are under the present minimum, and certainly there are areas that 
would be under the $1.25 which your bill proposes. Then there is this 
latter effect that I mentioned. It is a cinch that when your yard labor 
goes from $1 to $1.25, the truckdriver that is getting $2 is going to bk 
insisting on $2.25, and he will get it. It just works that way as a fad 
of labor life. 

Mr. Roosrverr. Mr. Dent? 

Mr. Dent. No; because I was interested in that phase of not being 
able to cut the workweek in smaller communities. I was going to ask 
him whether or not you have any competition in your lumberyards! 
You sell a lot of items that are sold by other merchants. 

Mr. Maury. There is quite a little duplication in the hardware line 
Not quite so much paint as in hardware. 

Mr. Denr. I wonder if that has any effect on your ability # 
whether you could close them one day of the week and make up you! 
work schedules accordingly ? 

Mr. Maury. Probably you could come nearer to doing it in urbal 
communities than in suburban. In the country areas, the farmer! 
king, votewise and every other wise. : 

Mr. Roosrvetr. That applies to the hardware store, too. 
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Mr. Mantn. Yes. The hardware store does not have the problem 
that the lumber dealer has under the present industry test. When we 
get to too large volume of sales to commercial and business users, we 
may be in trouble on the 2 )-percent rule under the existing law which 
would not be the case with hans are stores. 

Mr. Dent. Do you think that the new phase on the $50,000 limitation 
as against the $500,000, or whatever that figure might be, is that more 
serious in your concept of this bill than setting a total limit of business 
done? In other words, as you stated a while z ago, you were very much 
disturbed on this limitation of $50,000 because you thought under 
that provision plus the basic provision of interstate conception that all 
of your dealers would be under the law. 

Mr. Maun. Practically so. 

Mr. Denr. If you would eliminate that, would it help ? 

Mr. Manin. It is a relative proposition, Congressman. Senator 
Douglas asked me that 2 or 3 years ago. The $50,000 is the most: 
severe. Both $50,000’s, the construction and the other one. But 
even in our industry the $500,000 would pick up a large part of our 
people. You may ask me, w ould you like a million better or would 
you like $2 million. Frankly, our viewpoint is whatever you put, 
the minute you put lumber dealers under the act, you have your 
opening wedge, and then it becomes how much and ‘when. It is like 
cutting off your arm 2 inches or 6 inches, which is better from our 
viewpoint. We feel once we come under the act, it will be a matter 
of time until our exemption is entirely gone. We may be wrong, but 
we don’t think so. To me in prince iple the million dollars is just as 
bad as the $500,000, although it would hook fewer dealers. 

Mr. Roosrvetr. But in practice, as you said, really your only prob- 
lem is your overtime problem. 

Mr. Maury. In practice that would be the major problem. There 
would undoubtedly be some laborers in given areas. You have this 
situation in our industry. Under the industry recognition test we 
are entitled to exemption if 75 percent of our sales are retail. When 
you get a big yard that is serving your speculative builders, like the 
Levitts, and the metropolitan development in San Francisco, and 
those large projects, you automatically have coverage because you 
get into transactions. 

Mr. Roosrvetr. How do those people get along? 

Mr. Manin. They are the largest fellows that you are talking about 
getting in. They service the big projects and things are under a 
controlled condition. They are not serving farmers, do-it-yourselfers, 
and that sort of thing. They are more like a commercial business. 
They are under the act. They are the big fellows, the concentration 
yards, direct shipment. carloads. 

Mr. Roosrve.r.-Do they do any other retail business? 

Mr. Manin. Some picayunish. They may have a retail establish- 
ment which under the act as a unit might be exempt as a separate 
establishment. One serving the homeowner and the business could be 
exempted, and the other one would not. Under the enterprise test 
in this act, they would lose that exemption. 

Mr. Rooseveir. Mr. Hiestand. 

Mr. Hiestanp. Mr. Mahin, the stated objective of this legislation 
is to enable people to earn enough for a decent living. In other 
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words, primarily to meet the vast number of people who we assume 
are very much underpaid. Probably that does not apply to any part 
of the retail lumber industry, does it? 

Mr. Mantn. I would say it does not. 

Mr. Hirstanp. What would be your guess as to the average weekly 
wage of the retail lumber salesman or yardman across the country! 

Mr. Maury. $80 a week. That is not my guess. That is the 
Bureau of Labor Statistics figures for last month. There would be 
a range, but the range would be above anything. Our wage rates and 
our salaries are much above many manufacturing industries, and they 
are the top in the retail business. 

bans HimesrAno. Has the industry generally been able to get plenty 
of help ? 

Mr. Mant. Yes, and very fine lifetime type help, too. 

Mr. Hiesranp. Is that because you give them, say, 52 weeks work a 

ear 

Mr. Maurin. The regularity of the employment is one of the things 
which I mentioned before the Congressman came in. It is one of the 
main features that enables us to attract the type of people. Asa 
matter of fact, if you go back to your home town, you will find that 
the fellow working in the lumberyard is a very responsible citizen. 
He is probably a deacon in the church, and he is an entirely different 
type of fellc w than you run into a lot of places. 

Mr. Hiesranp. You do have some seasonal help to carry the peak 
loads. 

Mr. Marun. That is correct. That is casual labor, you would say. 

Mr. Hiesranp. How would you proportion that? How much ofa 
proportion of the total help would you regard that ? 

Mr. Manin. It depends entirely on the area, and I would not have 
the exact figures. 

Mr. Hiesranp. It is fair to assume that there would be very little 
in California and the South, and there would be quite a lot in the 
North where the weather is a factor. 

Mr. Maury. Yes. 

Mr. Hresranp. In the North where the weather is a factor what 
would you say of astaff of 40 for the yard? Would they have to have 
an extra 10, 15, or 20 extra help ? 

Mr. Manrn. I would say it would not vary on an average more 
than 5 or 10 percent. 

Mr. Hiestanp. This is really not a serious factor, then ? 

Mr. Maun. It is not. 

Mr. Hrestanp. You can always get extra help at that general rate, 


probably. 
Mr. Maury. Sometimes it is daily pickup help to unload a car or 
something of that kind. 


Mr. Hiesranp. If the industry became subject to the coverage of 
this law, how badly would it hurt? I am sorry I didn’t get the part 
of your statement at first, but you would have to raise some of your 
prices, would you? 

Mr. Maury. The inevitable alternative with which you would be 
confronted would be curtailing service to 40 hours or raising prices. 
In the nature of things, it would be raising prices because our cus- 
tomers demand the service we are giving them. 
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Mr. Hiestanp. You don’t seem to be able to train your customers 

Mr. Manin. We try to train them but we can’t control them. 

Mr. Roosrvett. If the gentleman will yield for one comment, how- 
ever, it is true that this is a fairly competitive business, is it not ? 

Mr. Maurin. Quite. 

Mr. Roosrvetr. If competition was keen enough, as another witness 
testified, he would like to raise his prices but he probably would not 
be able to raise them because the competition would keep them down. 

Mr. Hresranp. By the same token, he cannot cut his hours. Thank 
you very much. 

Mr. Manin. Thank you very much for hearing me. 

Mr. Roosrvetr. Thank you, Mr. Mahin. We appreciate your ac- 
commodating the committee. 

Mr. Manin. Thank you. 

Mr. Roosreveit. We will now hear from Mr. Joseph McKlveen, who 
represents, I believe, the Northwestern Lumbermen’s Association. 


STATEMENT OF JOSEPH L. McKLVEEN, NORTHWESTERN 
LUMBERMEN’S ASSOCIATION, PRAIRIE CITY, IOWA 


Mr. McKtveren. Yes. 

Mr. Kine. Lam Joseph King. May the record show that I am with 
Mr. McKlveen as counsel for the Northwestern Lumbermen’s 
Association. 

Mr. Roosrvett. We are happy to have you. 

Mr. McK veen, do you have a prepared statement ? 

Mr. McKiveen. Yes. 

Mr. Roosrveit. Will you proceed, sir ? 

Mr. McKuvren. My name is Joseph L. McKlveen. My appearance 
before this committee is on behalf of the Northwestern Lumbermen’s 
Association, which represents retail lumber dealers in the States of 
lowa, Minnesota, and North and South Dakota. I would like to have 
my prepared statement entered into the record, and I will orally sum- 
narize that statement briefly. 

Mr. Roosrverr. It will be entered into the record immediately fol- 
lowing your present remarks. 

Mr. McKiveen. Thank you. 

I would like to express my thanks to the committee for permitting 
me to testify before you, and for taking the time this afternoon to 
hearme. I live in Prairie City, Iowa, and am engaged in the retail 
lumber and building material business. My firm operates yards in 
six towns located in southern Iowa, namely, Cambridge, Prairie City, 
Runnells, Hartford, Millerton, and Corydon. The population of 
these towns varies from 300 to 2,000. 

My firm has 17 full-time employees. We do an annual volume of 
approximately $685,000, which is an average of about $40,000 per 
employee, or an average of a little over $115,000 per yard. 

he so-called Roosevelt bill, H.R. 4488, would cover my employees 
under the wage and hour provisions of the Fair Labor Standards Act. 
[have served as president of the Iowa Lumberman’s Association dur- 
Ing 1953 and 1954, and have served as a director of the Northwestern 
umbermen’s Association from 1955 until last January. The re- 
marks which I will make are not only my thinking, but can be con- 
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sidered as those of the retail lumbermen in the section of the country 
from which I come. 

There are 2,600 lumber dealers in the States of Minnesota, Iowa, 
North and South Dakota, and over 2,000 of these are members of the 
Northwestern Lumbermen’s Association. The total sales of this 
group of dealers is > vam y $418 million annually. 

The average establishment has six employees. The average sales per 
employee is about $26,000. So you can see that by any standards we 
are small enterprise. 

My thinking and that of my fellow lumbermen is that we are op- 
posed to any change in the present retail exemption to the Fair Labor 
Standards Act. Dealers in the metropolitan areas, from which | 
come, operate under union contracts and compensate their employees 
well in excess of the present proposed provision. In the small com- 
munities, like the towns in which my firm operates, we are not under 
union contracts, but we do pay, as do others in small communities, well 
in excess of the requirements. We must pay well in order to attract 
and keep competent employees. 

I would like to quote briefly from the Bureau of Labor statistics on 
the average hourly wages paid in our industry. According to these 
statistics, the straight-time average hourly earnings of nonsuper- 
visory employees in the retail trade was $1.41 per hour in 1956. The 
average for building materials and farm equipment dealers was $1.50 
per hour. The average for building materials and farm equipment 
dealers in the area of the country from which I come in 1956 was 
$1.52. In the metropolitan area that average was $1.84. 

The average hourly earnings in this segment of retailing is well 
over that paid by several manufacturing industries presently covered 
by the wage and hour law. For example, the Bureau of Labor Statis- 
tics shows the lumber and hardware supply stores pay an average 
of $1.89 per hour, while manufacturers of leather and leather products 
pay $1.62. 

Apparel and finished textile products pay $1.54 and tobacco man 
facturers pay $1.72. 

The average weekly earnings of $78.06 in our industry compares 
favorably with all industries employing unskilled and semiskilled 
labor. 

Mr. Roosrveir. Do you have year-around employment ? 

Mr. McKivren. We do. I can tell the committee that in our own 
company our average weekly wage for truckdrivers and yardmen is 
approximately $75 per week. If we were to be included under the 
provisions of the minimum wage and maximum hours provisions, these 
men work 521% hours per week, and if we paid the minimum, they 
would be getting $40 for the 40 hours and $1.50 for the 1214 hours, 
which would give them $58.75. You can see we are paying well in 
excess as are the other lumber dealers in our area of the minimum 
standards. 

Our chief concern really—and I concur with all of Mr. Mahin’s 
testimony except one point—about losing the retail exemption—and I 
am speaking now as one who is actually involved in the business and 
would have to comply as an employer—stems from our inability to 
comprehend the involved and intricate rules and regulations made 
necessary by the very nature of the law, and our fear that we would be 
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confronted with claims or lawsuits because we failed to anticipate 
changes in our status. There are always new rules that a small busi- 
nessman like myself would not be able to keep up with. We are too 
small to afford to employ someone to handle and look after such things. 
Even if we could comprehend, the cost of compliance would be ex- 
cessive. It would involve detailed recordkeeping which is involved 
and costly. I have visited with friends of mine who are in the manu- 
facturing business, and they have told me some of the regulations and 
rules under which they must abide. For a small businessman like 
myself and friends of mine, I fear it would be quite a concern. 

Along this line, I would like to call your attention to interpretive 
Bulletin No. 778 of the wage-hour regulations on the one topic of over- 
time compensation. This book, I believe, has something like 90 dif- 
ferent topics. This one topic just on the item of salaried employees, 
irregular hours, is one of the many items that we would be confronted 
with. I would like to quote to you men of the committee, if I may, to 
give you an idea just how complicated this would be for us. 

If an employee earns $66 per week with the understanding that the salary is 
to cover all hours worked, and if his hours of work fluctuate from week to 
week, his regular rate of pay will vary from week to week, and will be the 
average hourly rate each week. Supposing during the course of 4 weeks the 
employee works 40, 44, 50, and 47 hours. His regular hourly rate of pay in 
each of these weeks is approximately $1.65, $1.50, $1.32, and $1.40 respectively. 
Since the employee has already received straight-time compensation on a 
salary basis for all hours worked only additional half-time pay is due. For 
the first week the employee is entitled to be paid $66. For the second week, $69. 
That is $66 plus 4 hours at 75 cents, or 40 hours at $1.50 plus 4 hours at $2.25. 
For the third week, $72.60 or 40 hours at $1.32 plus 10 hours at $1.98. The 
fourth week is 7 hours at 70 cents, or 40 hours at $1.40 plus 7 hours at $2.10. 

Iam sure that you men would agree that this would be somewhat 
complicated for the small businessman to figure out. In smaller com- 
munities irregular hours for regular employees is not uncommon. We 
are open long hours to accommodate our customers. As a matter of 
fact, in my own company we open at 7 in the morning in order to ac- 
commodate our contractor customers who go to work at 8. They 
order the material and want it delivered on the job by 8 o’clock or soon 
thereafter. Then we have farmer customers who may demand ma- 
terial at any hour. We have many do-it-yourselfers who have to buy 
their building materials and lumber before they go to work in the fac- 
tory or after they return, or on Saturdays. Since we have a limited 
number of employees in our small yards, we are not able to stagger 
hours as it is necessary for all of our employees to be available at all 
times. Weare not busy all the time, of course, but we must have these 
men there and available all the time. 

Since I have been engaged in the retail lumber business over 20 
years, I feel I can speak with a bit of authority when I say that em- 
ployees get considerable time off without being docked. We have 
Many oecasions when a fellow wants a half day off to go help his wife 
take the kids to the doctor or do some other items which may be im- 
portant to him, and we let them have that time off without taking 
away from their pay. 

This, as I understand it, would not be quite so convenient under the 
terms of the wage and hour law. We have three employees in our 
firm who have been with us over 25 years, and four who have been 
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with us over 10 years. So there is much continuity of employment, 
The relationship between the employer and the employee is on a per. 
manent basis. We and they think in terms of weekly, monthly, or 
annual salary and not hourly rates as in the factories. Over the years 
there have been proposals to bring in only large retailers. But ] 
would say to you that what is small or what is large in retailing isa 
relative matter. What is small in one retail business may be large in 
another. For example, a lumberyard doing a business of $500,000 in 
a metropolitan area would be small. But a lumberyard in a small 
town in Iowa like we operate, $500,000 would be quite tremendous, 
Or a grocery or shoe store, $500,000 volume would be considered 4 
large business. Nor can the number of units as a measure of large 
or small be used fairly, because 10 service stations certainly would not 
compare with 10 lumberyards nor 10 men’s apparel stores nor 10 
department stores. 

The number of employees test would not be an adequate yardstick 
either, for 1 employee in a jewelry store could easily do $100,000 vol 
ume while it would take 4 in a lumberyard, or 20 in a variety store, 

The branch yard set up in the lumber business is quite prevalent in 
our area. In our own case with six lumberyards, it would put us over 
the $500,000 volume figure. So under the change as proposed, we 
would have to comply, while our neighboring yard, a competition § 
miles down the road, who has a single one yard operation would not 
be required to comply. So competitive establishments would be cov- 
ered or exempt, dependent upon their dollar volume and this would in 
my opinion not be fair. 

In recent years the Federal, State, and local governments have im- 
posed increasingly burdensome requirements on all business, large and 
small, with respect to record keeping and fulfilling Government in- 
formation requirements. Record keeping in this Nation consumes 4 
large part of the small businessman’s time, and this is a nonproductive 
activity. In my own business, we have forms to fill out for State and 
Federal income tax, unemployment tax forms, business license forms, 
workmen’s compensation forms, State and Federal employment forms, 
business census forms, personal property tax forms, State and Fed- 
eral withholding tax forms, and agricultural building statistics forms. 

To add to this burden the additional requirements for recordkeep- 
ing and computing hourly wages and overtime pay by the complicated 
formula prescribed by the Labor Department would, in our opinion, 
be quite intolerable. 

One further thought. Regardless of the minimum wage schedule 
required by Federal law, all employers are bound by the prevailing 
wage schedule in the labor market from which they draw their em- 
ployees. In the case of my own business, our minimum rates already 
exceed those, as I have indicated before, which are proposed and ad- 
vocated. To make my little business and those of the other 2,000 mem: 
bers of the Northwestern Lumbermen’s Association subject to the 
Fair Labor Standards Act would impose a hardship on us completely 
out of proportion to any advantages or benefits. 

I would like to call your attention to the northwestern lumber 
dealers cost of doing business survey, which has been placed in your 
hands. It shows that in 1958 the medium size lumberyards designated 
as class C, paid 8.06 percent of their dollar sales for salaries and 
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wages other than salaries for officers and owners. Soa yard paying 
an average salary of $72 per week per employee for a 48-hour week, 
6-day week, w ould have an 814-percent increase in salaries and wages 
if he converted to a 40-hour week and time and a half for overtime. 
This would increase the 8.06 expense item to 8.74. This in turn would 
reduce his net oper ating profit, excluding other income, from 4.03 
to 3.35, which is a 17-percent reduction in net operating profit. Obvi- 
ously the industry would have to effect savings in labor costs or in- 
crease prices. I believe most lumber dealers would eliminate the less 
productive workers and develop new laborsaving devices. This, how- 
ever, is not our principal objection to the proposed legislation. 

To summarize, I would like to point out why we feel that the retail 
exemption should be retained : 

First, the hourly wage was and is designed for industry and not 
for retailing of goods or services. That is why the retailers were ex- 
empted in the original bill, and why they were again exempted in 1949. 
Store hours of retailers are determined by customers’ demands. It is 
unlike the factory assembly line. We cannot attain constant produc- 
tion. The elimination of the retail exemption would tend to increase 
payroll costs and ultimately result in price increases. 

In our own business I feel that it would necessitate at least one more 
half time employee merely to keep track of the payroll and involved 
records which would be entailed in complying with the law. 

Our employees would not want to trade their employment stability 
and security for the factory system of production line schedules. In 
this connection [ would like to tell you that I have visited with a num- 
ber of our employees and told them what this change in the wage and 
hour law would entail, and how it would affect them. Without excep- 
tion, they told me that they much preferred to be paid on the basis 
that they are now, on a weekly or monthly wage, with work guaran- 
teed throughout the year. We keep our men through the winter, even 
though we don’t need all of them. We guarantee that they will have 
employment the year around. I doubt very much if we would be 
able to do this if we were placed under the wage and hour law. 

We would have to decrease our services if we were to go on an 
hourly basis. It would work an economic disadvantage on the smaller 
retailer because the large retailer could stagger hours and avoid over- 
time. In the small establishment, especially in the rural area like our 
own yards are located, it is not economically feasible or acceptable to 
the employees to stagger hours. We respect fully recommend that the 
retail exemption remain as amended by the Congress of 1949. 

I certainly want to thank you for the time you have given me, and 
if there are any questions you might have, I shall be happy to try to 
answer them. 

(The statement referred to follows :) 


STATEMENT OF JOSEPH L. MCKLVEEN 


My name is Joseph L. McKlveen. My appearance before this committee is on 
behalf of the Northwestern Lumbermens Association, which represents retail 
lunber dealers in the States of Iowa, Minnesota, and North and South Dakota. 

I live in Prairie City, Iowa, and am engaged in the retail lumber and building 
material business. My firm operates retail lumber yards in six towns located 
insouthern Iowa. They are Cambridge, Prairie City, Runnells, Hartford, Miller- 
ton, and Corydon. The population of these towns varies from 300 to 2,000. Our 
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company has 17 full-time employees and a sales volume of $685,000. This is an 
average of about $40,000 per employee and an average of a little over $100,000 
volume per yard. The so-called Roosevelt bill H.R. 4488 would cover my em- 
ployees under the Wage and Hour provisions of the Fair Labor Standards Ae, 

The statements I make here today represent the views of the retail lumber 
dealers in the four States represented by our association. There are approxi 
mately 2,600 retail lumber dealers located in the States of Minnesota, Iowa, 
North and South Dakota. Approximately 2,000 of these dealers are members 
of the Northwestern Lumbermens Association. The total sales of the 2,60) 
dealers in these four States amount to approximately $418 million annually, 
The average establishment has six employees. Based on these figures the average 
establishment had a sales volume of $160,000 or $26,000 per employee. By any 
standards, we can safely say that the average retail lumber yard in the areg 
from which I come is a small enterprise. 

My fellow retail lumbermen and I are opposed to any changes in the provision 
of section 13(a) (2) which presently exempts retailers from the minimum-wage 
and maximum-hour provision of the Fair Labor Standards Act. 

Dealers located in the larger metropolitan areas operate under union contracts 
and compensate their employees well in excess of the standards established by 
the wage and hour law. Those in the smaller communities generally do not 
operate under union contracts, but they also compensate their full-time employees 
well in excess of the requirements of the wage and hour law. 

We employ some skilled labor. In the main, however, it is semiskilled and 
unskilled labor. We also employ highly competent salesmen and office personnel. 
We must compensate our employees well in order to obtain and hold the quality 
of personnel required in our business. 

According to the Bureau of Labor Statistics the straight time average hourly 
earnings of nonsupervisory employees in the retail trade was $1.41 per hour in 
1956.1 The average for building materials and farm equipment dealers was 
$1.50 per hour in 1956.2. The average for building materials and farm equipment 
dealers in the northern central areas, which include the four States represente( 
by our association, was $1.52. The metropolitan average in this area was $1.84 
The nonmetropolitan average in this area was $1.32.27. The average hourly eart- 
ings in this segment of retailing is well over that paid by several manufacturing 
industries presently covered by the wage and hour law. For example, the Bureat 
of Labor Statistics* shows the lumber and hardware supply stores pay @ 
average of $1.89 per hour, while manufacturers of leather and leather products 
pay $1.62, apparel and finished textile products pay $1.54 and tobacco manufac 
turers pay $1.72. The average weekly earnings of $78.06 in our industry con 
pares favorably with all industries employing unskilled and semiskilled labor’ 

To require retail lumber dealers to pay time and one-half for all time over 
40 hours would hurt the industry. We do not contend, however, that it would 
break the industry and put individual lumber dealers out of business. Members 
of the committee have been supplied with a copy of the association’s comparative 
cost-of-doing-business survey for the years 1954 through 1958. You will note 
that the medium-sized yards, designated as class C, in 1958 paid 8.06 percent 
of their sales dollars for salaries and wages other than salaries for officers and 
owners. A yard paying an average salary of $72 per week per employee for a 4# 
hour, 6-day week, would have an 8'4-percent increase in salaries and wages ff 
he converted to a 40-hour week and time and one-half for overtime. This would 
increase the 8.06 percent item to 8.74 percent. This in turn would reduce bis 
net operating profit (excluding other income) from 4.03 percent to 3.35 pereeml, 
which is a 17-percent reduction in net operating profit. Obviously the industty 
would have to effect savings in labor costs or increase prices. I believe most 
lumber dealers would eliminate the less productive workers and develop a nev 
labor saving devices. This, however, is not our principal objection to the pr 
posed legislation. 

Our concern stems from our inability to follow the involved and intricate rulé 
and regulations made necessary by the very nature of the law and the intermit 
able fear that we will be confronted with claims or lawsuits because we failed 
to anticipate new rules, regulations, or court decisions. 


1“Employee Earnings in Retail Trade in October,” 1956, BLS Bulletin No. 1220. 

2“Employee Earnings in Retail Trade in October,’ 1956, materials and farm equipment 
dealers. BLS Bulletin No. 1220-1221. 

’ BLS Employment and Earnings, vol. 6, No. 9, March 1960. 
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Even if we were able to comprehend the law, the cost of compliance would in 
many instances be economically prohibitive. Detailed recordkeeping and the 
necessity of keeping on top of involved and intricate regulations is costly. 

“Wage and Hour Interpretative Bulletin,” part 778, deals with the single ques- 
tion of overtime requirements. This bulletin contains 43 pages of involved, and 
in some cases unintelligible material, with which an employer must familiarize 
himself and keep currently advised. To illustrate how confusing this would 
become I would like to quote from one of the 90 topics and subtopics contained 
inthis bulletin. Under the topic “Computing Overtime Pay Based on the ‘Regu- 
lar Rate’—Definition” appears the subtopic “Salaried Employees; Irregular 
Hours” which would apply to most retail lumber dealers with a small number 
of employees, and I quote to the committee from this paragraph: 

“If an employee earns $66 per week with the understanding that the salary 
is to cover all hours worked and if his hours of work fluctuate from week to 
week, his regular rate of pay will vary from week to week and will be the 
average hourly rate each week. Suppose that during the course of 4 weeks the 
employee works 40, 44, 50, and 47 hours. His regular hourly rate of pay in each 
of these weeks is approximately $1.65, $1.50, $1.32, and $1.40, respectively. Since 
the employee has already received straight-time compensation on a salary basis 
for all hours worked, only additional half-time pay is due. For the first week 
the employee is entitled to be paid $66; for the second week $69 ($66 plus 4 
hours at 75 cents) or (40 hours at $1.50 plus 4 hours at $2.25) : for the third week 
$72.60 ($66 plus 10 hours at 66 cents) or (40 hours at $1.32 plus 10 hours at 
$1.98) ; for the fourth week approximately $70.90 ($66 plus 7 hours at 70 cents) 
or (40 hours at $1.40 plus 7 hours at $2.10).” 

In the smaller communities, especially those serving farm trade, irregular 
hours for salaried employees is not unusual. If the weather is good for plow- 
ing or planting, or the crop is ready for harvest, but there is threatened rain, 
the farmer does not stop these important activities because the grocer, the hard- 
ware merchant, the lumber dealer, or the drugstore has to close. 

We dealers have a limited number of employees and cannot stagger their 
hours of employment and still meet the demands of our customers. We schedule 
our opening and closing for the convenience of the customers. We are called 
on to make after-hour deliveries to take care of an emergency, such as lumber 
torepair a barn or silo, or roofing material to take care of storm damage. 

Since I have been engaged personally in the retail lumber business in Iowa for 
the past 20 years, I feel I can speak with a certain degree of authority when 
I say that our employees have considerable freedom so far as time off is 
concerned. Many times they have need for a shopping trip or time off for such 
necessary things as a half day of fishing, golf, or swimming: and they, of course, 
are permitted to go without any deduction from their pay. This, of course, 
would not be possible if these employees were brought under the wage and hour 
provisions of the act. 

In our industry the relationship between the retailer and the employee is 
a permanent basis. Both the employer and employee think in terms of 
weekly, monthly, or yearly salary. To inject the concept of hourly rates into our 
industry would tend to destroy this relationship and establish a trend dia- 
netrically opposed to the present equivalent of a guaranteed annual wage. 

Over the years all kinds of proposals have been made to bring the so-called 
large retailers under the act. “Small” and “large” are relative terms. What 
is small in one retail trade, if measured in dollars, is large in another. A 
lumberyard, doing a $500,000 annual volume in a metropolitan community would 
be very small, but a grocery, shoe, or men’s apparel store doing a $500,000 
volume in the same community would be very large. 

If we use the number of units to determine whether a retailer is large or 
mall the same problem exists: 4 or 10 service stations are not comparable to 
4or 10 lumberyards and 4 or 10 men’s apparel stores are not comparable to 4 
or10 department stores. 

If we use the number of employees to determine whether a retailer is large 
or small we are confronted with the same problem. One employee in a jewelry 
store can easily handle a $100,000 volume. To handle this same volume in a 
lumberyard it would take 4 employees; in variety stores 20 employees and a 
Shoeshine parlor possibly 40 employees. 

In many areas of the South, Midwest, and West, there are many small estab- 
lishments that, by themselves, are not self-sustaining. These establishments are 
in sparsely populated areas and are serviced from a central establishment. 
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I am sure the members of this committee, in traveling through the West, hay 
noticed small lumberyards with such a small stock in trade that all of it coulj 
be loaded on one freight car with room left over. These branch yards stock only 
the major items, and the thousand and one other items they sell must, when needa 
be shipped out from the main establishment. 

The main yard itself could not exist except as a supply depot for these smal} 
units or branches. The total operation of one of these so-called chains ofte 
would not match that of a medium sized metropolitan yard. A chain of fir 
yards in five small communities doing a $500,000 volume would be small. As; 
matter of fact it would be difficult for this so-called five-chain establishment ty 
operate economically without all five yards. 

Competitive establishments under one of the provisions in the bill would hk 
covered or exempt, depending solely on dollar volume. Establishments with: 
dollar volume that fluctuates below and above the $500,000 mark would be exemp 
or covered, depending on business conditions. 

Imagine the position of a retailer that normally does $400,000 volume, ani, 
because of an unusual project in his area, his business jumped to $550,000 tha 
one year. In the rush of business, the wage and hour law would probably k 
the least of his thoughts. This retailer could be subjected to all kinds of claims 
because he forgot to convert his payroll from a salary basis to an hourly rate 
basis. 

If the bill were enacted in its present form of course every retail lumberyard in 
the country would be covered because the bulk of their sales would be to “cus 
tomers who are engaged in a mining, manufacturing, transportation, commercial, 
or communications business amount to at least $50,000 annually.” 

Again I repeat, what is big and what is little in the retail industry depends m 
the particular trade. Even within trades, it varies geographically. 

With the trend toward diversification of products handled by retailers, the 
familiar trade designations do not have the same meaning they did 20 years ago. 
This adds to the confusion as to what is large and what is small. 

In recent years, local, State, and Federal governing bodies have impose 
increasingly burdensome requirements on all business, large and small, with 
respect to recordkeeping and fullfilling governmental information requirements 

The recordkeeping and reporting requirements in this Nation consume a large 
part of the small businessman’s time. Included are local, State, and Federal 
income tax forms, social security tax forms, unemployment tax forms, busines 
license forms, medical, surgical, and hospitalization forms, State and Federal 
employment forms, business census forms, personal property tax forms, and State 
and Federal withholding tax forms. On top of this, businessmen are regularly 
called upon to complete and return census reports and various other informatio 
forms required by one branch or another of the local, State, and Federal Gor- 
ernments. To add to this burden the additional requirements for recordkeeping 
and computing hourly wages and overtime pay by the complicated formula pre 
scribed by the Labor Department and described to you above is intolerable. 

One further thought: Regardless of the minimum wage schedule required by 
Federal law, all employers are bound by the prevailing wage scales in the labor 
market from which they draw their employees. In the case of my own business, 
minimum wage rates already exceed those advocated by most, if not all, pending 
proposals to raise the minimum wage. To make my little business and the 
other 2,000 similar enterprises that constitute the Northwestern Lumbermet’s 
Association subject to the Fair Labor Standards Act in a dragnet legislative 
action designed to bring other much larger establishments under the act’s cover 
age would be to impose a hardship on us completely out of proportion to any 
advantages or benefits—if indeed there are any—which the advocates of broadet 
coverage and higher mipimum wages could hope to derive. 

I want to thank you gentlemen for your courteous attention and for givilg 
me the privilege of telling you how we feel about any proposed changes in the 
provisions of the Fair Labor Standards Act which would affect the retail lumber 
business. I would like to briefly summarize for you a few of the reasons why 
the retail exemption is important to our industry. 

First, we feel that the hourly wage is designed for industry and not for 
businesses which sell goods and services at retail. 

Secondly, retailing is a service business. Store hours are determined by 
customers’ needs and demands. Customer traffic is affected by many factors, 
including the weather, yet store services must be available at all times. Thus 
retailing, unlike the factory assembly line, cannot attain a constant hour-by-how 
production. 
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Third, the elimination of the retail exemption would have an immediate 
impact upon all payroll costs. It will result in ultimate increases in all prices. 

Fourth, in our own business I am sure that the elimination of the retail 
exemption would necessitate our employing at least one additional person to 
keep the involved records which would be required. 

Fifth, the application of this Fair Labor Standards Act to retailing would 
decrease services and increase prices artificially. 

And last, but not least important, the elimination of the retail exemption or 
curtailment, as propsed in this bill, would work to the economic disadvantage of 
the smaller retailers. Where the large ones with many employees will be able to 
stagger this employment and avoid the payment of overtime, staggering employ- 
ment in the smaller establishments, especially those in the rural areas, is not 
economically feasible nor acceptable to the employees. 

The retail lumbermen of the area where I live respectfully recommend that 
the retail exemption remain as amended by the Congress in 1949. 

Mr. Roosrvert. Mr. McKlveen, we want to thank you for accom- 
modating the committe by remaining over until this afternoon. I 
think a great many of your arguments have been stated in general 
pretty much the same not only for the lumber industry as a whole, but 
also particularly the people who have appeared here on behalf of retail 
establishments. I would like to ask you two things. 

What is the total number of hours that you would say is worked an- 
nually by the average employee ? 

Mr. McKtveen. Our average full-time employee works 5214 hours 
a week for 50 weeks. He gets a 2-week vacation with pay. 

Mr. Roosrveitr. What do you do with him in slack periods? 

Mr. McKiveen. We do maintenance work around the yard and we 
are fortunate in our own company that we are also in the coal business. 
So we utilize our employees during the winter months to a degree 
handling and delivering and selling coal. 

Mr. Roosrvetr. This is necessary for your business. This is not 
made work. You actually feel this is productive work from the point 
of view of running your business ? 

Mr. McKiveen. The coal business is; yes. 

Mr. Roosevetr. The previous witness, Mr. Mahin, indicated that in 
his case many of the people actually did not work the 40 hours in the 
slack period, and therefore on an annual basis they would come out 
to average 40 hours. You are telling me a different story. You are 
telling me you actually work your people 52 hours a week. 

Mr. McKtvren. That is a little misleading, Mr. Chairman. They 
actualy don’t work at a particular job all of that time because there 
are times when our work is caught up, we have no orders to deliver, 
and no material to unload, and during that time they are not working. 
They are on duty. They are available. They are there at the yard. 
But they are not actually working and producing. 

Mr. Roosrveir. My second point is simply just to state to you that 
I feel very hopeful that this committee will make an effort in what- 
ever bill is reported to relieve many of these companies from some of 
the bookkeeping and recordkeeping that is now required by the De- 
partment, in administering the law. I personally believe, and I think 
you would probably agree, that in nearly any industry a very high 
percentage, in the high 90’s, of the employers would probably be honest 
in their reporting. Once having established the facts of their busi- 
hess, that thereafter some formula for not making them repeat this in 
detail week to week would be a reasonable thing and good administra- 
tion would dictate that it would be possible to work out such an ar- 
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rangement. I hope that this committee, either in the bill or in its 
report, will so instruct the Department to work for such a solution. | 
am very much aware of the fact one of the problems in small business, 
in particular, is the very large amount of recordkeeping for various 
parts of the economy that they have to maintain. 

Mr. McK uveen. In line with that thought, and this is just my own 
personal thinking, it would seem to me that the law could be so devised 
that a retailer would maintain his exemption as long as he could show 
that he was paying a weekly, monthly or annual wage equivalent to 
the minimum wage fixed by the act plus time and a half, the minimum 
wage fixed by the act. for overtime. Do you follow me? 

Mr. Roosrvetr. Yes. In other words, what you are suggesting is 
that if you took the figure—let us say $1.25 was a minimum—if 
you worked 52-hours a week, what you would say was that they 
would maintain an exemption if they could show that no matter 
how it were figured that for 40 hours plus overtime, they were pay- 
ing the total amount in excess of that that they would automatically 
be exempted. 

Mr. McKuveen. If we did not have too much bookkeeping to do, 
it would be simply to show it. As far as that goes, we could be 
subject to inspection. 

Mr. Roosrvetr. It is an interesting idea, and I am sure the com- 
mittee will be happy to consider it. 

Mr. McKtvren. That is my personal thought. I am not speak- 
ing for the Lumbermen’s Association when I say that. It would 
eliminate my own main objection. We are not one to want our em- 
ployees to work for nothing, and I don’t think my fellow lumber- 
men are, either. But we are so burdened with Government regula- 
tions and form-filling-out and trying to comply with this and that, 
that we just don’t want any more. 

Mr. Dent. I think the chairman has asked the questions I had in 
mind. I think you will note that we are holding these hearings really 
to try to find what direction to move in, because it is a very complex 
problem, and one difficult for us to solve. Under the able leadership 
of the acting chairman, I think we might come out with something 
within reason anyway. 

Mr. Kine. Mr. Chairman, I would like to make an observation. 
The way the law is now drafted, aside from the proposed amend- 
ments, the penalty is on the employer who is treating his employees 
right. They require time and a half on the regular rate, so the high- 
er you go on your straight time, the more you have to pay for over- 
time. The lower you go on your straight time, the better off you 
are. 

Mr. Roosrvert. A pertinent observation. Mr. Hiestand ? 

Mr. Hrestranp. No questions. 

Mr. Roosrverr. Gentlemen, we want to thank you again and we 
are very grateful to you. 

The committee will now again hear Mr. Arnold Mayer. We want 
to express our appreciation to you for your patience in accommodating 
and waiting so long for the committee. I don’t think we will hold 
you very long. Do you want to quickly run through the rest of 
those pages of the full statement ? 
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Mr. Mayer. If I may, Mr. Chairman. I want to thank the commit- 
tee for allowing me to come back. This is a subject of great im- 
portance to our organization. We are very grateful to you for bear- 
ing with us a little longer. I think when I ended, I was on page 12, 
pointing to our answers to some of the arguments which were pre- 
sented for the seafood processing exemption. We believe those argu- 
ments are quite fallacious. We attempted to point out the fallacies in 
the statement. 

On page 12 there is a discussion of the arguments of foreign com- 
petition. Foreign competition is a factor in fishing. It is much less 
of a factor in seafood processing because some of the fish caught by 
foreign ships are brought to American processing firms and are pro- 
cessed here. Some are brought here in unprocessed form for the full 
processing operation, and some are brought in half-processed form 
and the rest of the processing operation is done here. Therefore, for- 
eign competition is not so much of a problem in processing itself. 

Further, there are other industries where competition is much 
more of a problem, and these industries are fully covered by the act. 
Finally, even if there were serious foreign competition, we wonder 
whether the employee alone should make the sacrifices to meet it. 
Should not this sacrifice be made by the employer, as well. 

Therefore, we don’t believe this argument is much of a case for keep- 
ing the exemption in the law. 

On page 14, we go into some of the factors of the first processing 
and seasonal overtime exemptions. We discuss on page 14 what the 
provisions actually say. Then, we discuss the fact that the 28-week 
period granted in these two exemptions actually provide an all-year 
around overtime exemption. There simply is not any overtime for 
more than 28 weeks. In fact, the hours worked in the industry don’t 
go over 40 more than a fraction of those 28 weeks. 

Mr. Dent. Mr. Mayer, would you mind if I asked you a question 
at this point ? 

Mr. Mayer. No, sir. 

Mr. Dent. Do you think it would be better to eliminate the 28-week 
seasonal period altogether, or to establish a seasonal period of exemp- 
tion more closely related to the peak periods, let us say, of the canning 
industry? Tomatoes are ripe only for a period of 3 to 5 weeks at the 
most. Do you think that would be closer to a solution to the problem 
of getting the extra work during the real peak periods of the ripening 
of the fruit and the picking of the vegetables and things? 

Mr. Mayer. Mr. Dent, we believe that we can prove that the over- 
time exemption is wrong as a whole. We think it is unfair to put 
pon the employee the entire sacrifice of the long hours that are to be 
worked during the few weeks of peak period. We therefore would 
like to see the whole exemption taken out. However, there have been 
suggestions that at this late date in the congressional session, it is 
politically impossible to get rid of the whole exemption. We re- 
luectantly recognize this fact. We believe that the 28 weeks is com- 
pletely wrong. If we can’t get rid of all the 28 weeks, we would 
like to get rid of a good part of it. 

As you know, the Senate committee has made some suggestions on 
that point. 
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Mr. Denr. I don’t want to put you on the spot in this matter, but 
tell me who is left to cover in the seafood canning operation if you 
eliminate the workers who can fish in cans other than hermetically 
sealed cans, wor'sers engaged in operations preliminary to actual can- 
ning, workers labeling or packing cans of fish, workers not employed 
80 percent or more of the time in canning fish, and officeworkers, 
maintenance men, and truck drivers. Who is covered? 

Mr. Mayer. Mr. Dent, I don’t know. 

Mr. Dent. What is the difference if a canner is putting fish ina 
can that. is hermetically sealed or one that is pressure sealed by a 
different method ? 

Mr. Mayer. I really can’t tell you for the simple reason that this 
is what we are complaining about. The law says that the seafood can- 
ning workers should get a dollar minimum wage. However, it is so 
riddled through with these exemptions that there just are not very 
many people covered. Exactly who is covered I don’t know. I sup- 
pose there are a few somewhere. But, as a whole, seafood-processing 
workers are without minimum-wage protection and without maxi- 
mum-wage protection. 

Mr. Denr. The ones who put the labels are exempt. and the ones 
who put them in boxes are exempt. The girls and men who put them 
in certain type cans are covered and others are not. 

Mr. Roosevett. Is there any history as to what the basis for this 
administrative exemption was, or has it ever been tested by the union? 

Mr. Mayer. We have not tested it; no, sir. 

Mr. Denr. There might be a good reason, but offhand I don’t see it. 

Mr. Roosevetr. I am trying to find out why, in your opinion, these 
exemptions were granted. 

Mr. Denr. I assume it is based upon the law and also I assume it is 
based to some extent on the competition. If you exempt most of the 
industry and put in just seafood canning or part of seafood canning, 
you run into these horrible competitive factors. 

Mr. Roosevetr. As you point out, everybody was originally under 
it, and then they kind of got out administratively. Isn’t that correct? 

Mr. Mayer. Congress put limitations on the coverage and the Wage 
and Hour put more. The exact history of it I don’t know, but I can 
check it for you. Our research department would have the answer 
to that. 

Mr. Denr. It seems to be that is the case from reading the testi- 
mony presented here by Mr. Gorman and Mr. Lloyd. Originally 
they were under it and then certain operations were taken out. 

Mr. Mayer. Let me ask our research department for the history on 
this and submit it to the committee. 

Mr. Roosrverr. I think it would be important because there is a 
precedent of covering them. There is, as far as the law is concerned, 
no real precedent for having them taken out. I think we would be 
interested in the background. 

Mr. Mayer. We will check into that. I will get you the answer and 
submit it. 

Mr. Roosevetr. Thank you. It will have to be fairly quickly, I 
am afraid. 

Mr. Mayer. We will do it fairly quickly. 

On the agricultural processing, perishability is an argument that 
has been used for keeping this exemption. We submit that this argu- 
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nent may have had some credence back in 1938. However, since 
‘hen, a tremendous amount of machinery has come into this industry 
take care of this factor. We have had automation and semiauto- 
jation come into the industry. Any firm that wants to stay in this 
ndustry has to have complex machinery. This machinery cuts down 
‘he factor of perishability. 

The amount of average overtime needed is covered on page 16. 
You will find that there is not much overtime required here. As a 
natter of fact, with the use of machinery there has been a steadily 
eclining amount of overtime. The number of hours worked is not 
much higher than most industries of our country. As a matter of 
fact, an industry like meatpacking often has more hours worked than 
anning and preserving. 

Mr. Roosnvett. What percentage of the workers in the canning 
ndustry are migrant ? 

Mr. Mayer. There would be some during the peak season. On a 
year-round basis there would not be as many. 

Mr. Roosrveir. Are they so-called skilled workers or are they 
xople who come off fields and enter into the semimanufacturing 
process ¢ 

Mr. Mayer. You have a variety, of course. There are skilled 
workers. ‘These machines demand skilled workers. The canning 
ompanies, themselves, generally do not do the harvesting. That is 





joe on the farm. ‘The harvest is covered by other FLSA exemptions. 
Inthe plant, itself, there is unskilled labor, but as more ar gaze 
machinery is used, the companies will need workers with a higher 
amount of skill. 

Mr. Denr. Hasn’t there been more or less of a revolution in the 
camming industry? I can remember when a cannery would just work 
during the harvest season of a particular crop. They would can 
peas and that is all they would can. 

Mr. Mayer. Yes. 

Mr. Dent. Isn’t it true with transportation now, the cannery now 
works practically the year around? 

Mr. Mayer. Many work the year around, but not at peak produc- 
inthe year around. What has happened is that with the machinery 
hat has been brought in—and your State of Pennsylvania is an ex- 
tllent example of the canning and processing factories having put 
itremendous machinery—the companies are able to level their peaks. 
They are able to plan their operations more because the raw food that 
hey don’t handle today can be frozen. In our statement we discuss 
me of the various machinery that the companies use. 

Mr. Den. Would this have the effect, then, as we hear the argu- 
lents—I am being the devil’s advocate for a minute—of driving the 
mall canner who hasn’t this facility or this enormous amount of 
loney to buy facilities out of the canning industry and funnel every- 

ing into these larger plants with all of this machinery ? 

Mr. Mayer. The need for capitalization is tending to drive out 

ill business. However, Fair Labor Standards Act coverage has 
thing to do with that. You have two different factors here. The 
ted for machinery to keep up with competitors is limiting the num- 
tt of small businesses in the industry. The Fair Labor Standards 


t, if applied to everyone, will not be a factor in throwing out small 
isiness, 
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Mr. Dent. The ability to raise capital is the factor that militate§ ] 


against small business. ral 
Mr. Mayer. Yes. hay 
Mr. Roosevetr. Will you hurry along as fast as you can ? cal 


Mr. Mayer. Yes. On page 17 you have the length of harvest sea- 
sons according to a booklet of the Department of Agriculture. Youfce 
will notice that the overwhelming number of harvest seasons last les§ on 
than 4 weeks. There are only two that go as long as 18 weeks. Thew§ ( 
are regional harvest seasons and the source is given. Then, we speak tin 
of the need for the exemption elimination, that the workers in thisf the 
industry are underpaid as compared to other industries. ca 

We also discuss on page 19 how much it would cost to provide over say 
time coverage. During the peak months of July 1959 it would haye§ sw 
cost 5 cents an hour; during the peak month of August 1959 it woulif | 


have cost 9 cents. yea 
On page 20 we discuss increased productivity. Here is an industry the 
where wages have not gone up as high as productivity. as 


On page 21 we discuss the argument of farmers sacrifice which you Th 
have heard and will hear. That is the argument that the farmer wil} 1 
have to pay the cost of overtime pay. This is absolutely not truej pa 
In the statement, we show why. There are good profits in this ing tu 
dustry as shown on page 22. We have contracts in this industry 
where we have forced the elimination of these overtime exemptions 
wherever we could, wherever competitive factors allowed it. Someof 
these contracts are covered on pages 23, 24, and 25. 


















Mr. Roosrvecr. Just one quick question there. The companies youf “U 
have listed here, do they do a large percentage of the total packing tha 
business ? If 

Mr. Mayer. Yes, they do, These are the giants in the industryg ¥¢ 

Mr. Roosrvetr. Would you say they did as much as 60 percent ¢ 1 
the total packing, or higher ? for 

Mr. Mayer. I would have to guess at it. I would say they woullf 
do 60 percent. You have the large ones here, Heinz, Campbell Foot ™P 
General Foods, Libby-McNeil, Standard Brands. pay 

On page 27 and on you have the argument for coverage in ti "®! 
retail industry. I think I will skip that since you are short of timf 4 
and you have heard plenty of testimony on the retail industry and th 
need and reasons for coverage there. bis 

Mr. Dent. When you talk of retail industry, you are specifying ™% 
the food industry, is that right ? \ 

Mr. Mayer. What we are saying here, Mr, Dent, is that we belie ) 
all retail should be covered according to the provisions of H.R. 4484 © | 
the bill by Mr. Roosevelt. However, we are expert only in the foog %™t 
retail industry, so we are presenting evidence only concerning t ) 
food retail industry. ped 

Mr. Dent. Of course, you walk into these large chain stores a I 
you have a hard time telling what kind of a store it is. Giant Stor will 
sell rugs and washing machines, I have never seen anything likei Me 
It isa department store. rf : The 

Mr. Mayer. That is right. They are makine good money on! will 

Mr. Denr. I want them to make money. That is the only wi dus 
we can take it away from them for taxes. on ee 
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itated Mr. Mayer. Asa matter of fact, the Giant stores are an sd or- 


ranized and pay well in excess of $1.25 an hour for all employees and 
jave the 40-hour week. This is an example that the retail industry 
an afford full FLSA coverage. ; 

On page 26 we go into the arguments for the minimum wage in- 
qease, and I will skip that since you have received much testimony 
m that point. 

On page 40 there are some things that might be new. You con- 
tinuously get “rural arguments” against H.R. 4488. Don’t increase 
ihe minimum wage, don’t increase the coverage, because the farmer 
an’t afford it, and the farmer is the one who is affected, the opponents 
ay. Quite frankly this is a fallacious argument, and we try to an- 
sver those arguments in these pages. 

For one thing, we show that testimony delivered in the Senate last 
year by the American Farm Bureau Federation points completely at 
the fact that some of these people would like to see rural areas used 
as cheap labor reservoirs, areas where industry could run away to. 
This is one of the dangers we face. 

There is the argument of lower cost of living in rural areas. On 


J page 41 we give some examples of comparative food prices. It is not 
in-§ true that rural areas have cheaper costs of living. It is true that 
“| ents there are cheaper and perhaps the foods grown in the particu- 


lar area may be cheaper. However, manufactured goods and other 
foods, especially canned and processed foods, are more expensive. 
There is not as much retail competition in the rural areas as in the 
ity. And as far as the country store is concerned, if it is doing less 
than a half million dollars’ worth of business, it would be exempted. 
If it is doing more than a half a million dollars’ worth of business, 


sf Ve frankly feel it can afford to pay a decent minimum wage. 


The halt, lame, and the blind argument is another interesting alibi 
forlow wages. I think the extreme example of the use of that argu- 


fj ment came when in one of the hearings last year the gentleman who 
| epresented the logging industry said that they could not afford to 


pay the minimum wage because they hire so many handicapped 
workers. 

Mr. Roosrverr. May I reemphasize for the record your last sen- 
tence there, that the present provisions of the act provide that the 
workers genuinely handicapped may be paid less than the minimum 


‘fying Wage. 








Mr. Mayer. That is right. 
Mr. Roosevetr. So when they come in here and say they will have 


§ ‘0 fire them because they will have to pay them more, that is just 


hot so ? 

Mr. Mayer. No. The present act provides for pay for handicap- 
ped workers. 

There is another rural argument: that improved FLSA legislation 
will push up the costs of the farmer. This is a rather shameful argu- 


ij Ment, since it attempts to set the farmer against the low-paid workers. 


The opponents to FLSA attempt to say to the farmer, “Look, you 


if Vill have to pay the price.” This is not true. The processing in- 


dustry and various other industries can well afford to absorb any 
Wage increases. 


55097—60—pt. 3-9 
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On the last page, page 44, we appeal for legislation that is not 
under consideration by this committee at the moment, the legislation, 
to provide a minimum wage for farmworkers, introduced by Mr, 
Roosevelt. We believe that farmworkers definitely need this pro. 
tection. They are probably the poorest workers in our society. 

Page 45 contains our conclusions. 

Mr. Roosreve.t. Mr. Mayer, we want thank you very much for you 
very excellent study, and wish you would express our appreciation to 
Mr. Lloyd and Mr. Gorman for a very complete and very informa. 
tive statement which I am sure will be of great help to the commit- 
tee in its overall study of the matter before us. 

We thank you again for your patience and courtesy to the com 
mittee. 

Mr. Mayer. Thank you. 

(Letter from Mr. Mayer to Congressman Roosevelt :) 


AMALGAMATED MEATCUTTERS AND 
BuTcHER WoRKMEN OF NORTH AMERIQA, 
Chicago 14, Iu., May 20, 1960. 
Hon. JAMES ROOSEVELT, 
Member of Congress, U.S. House of Representatives, 
Washington, D.C. 

Dear CONGRESSMAN ROOSEVELT: Your questions concerning the application of 
seafood canning coverage during Mr. Schachter’s and my testimony on May 10, 
1960, has led our union to check further into this problem. We find that the 
most recent interpretive bulletin requires changes in the prepared statement 
which we submitted on behalf of President Thomas J. Lloyd and Secretary- 
Treasurer Patrick E. Gorman. 

In part I of the seafood processing exemption section of the prepared state 
ment, our union declared that “the canning provision has been applied with such 
a wealth of complexities and exemptions that it does not do what it was meant to 
do in its very limited field.” As a result of court decisions and the new inter 
pretive bulletin, this statement is obsolete. 

Workers placing fish in cans which are not hermetically sealed and some 
workers engaged in operations preliminary to actual canning are denied minimum 
wage coverage. However, workers labeling and packing cans of fish, worker 
not employed 80 percent or more of their time in canning fish, and office worker, 
maintenance men, and truck drivers employed in fish canneries are now pre 
tected by the minimum wage. 

In Mitchell v. Stinson (217 F. 2d 210). U.S. Court of Appeals, First Circuit, 
the court affirmed the district court holding that firemen-watchmen and a secr¢ 
tary employed by a fish cannery during the canning season and laborers et: 
ployed during the “dead” season did have minimum wage coverage. In addition. 
the court reversed the lower court ruling that bus drivers transporting worker 
during the canning season were exempt. 

In upholding the Department’s position, the court indicated that “if Congres 
had intended to exempt all employees in the industry rather than those takin 
part in certain specified operations it undoubtedly would have expressly referrei 
to the industry rather than to the specified operations when it defined whit 
employees were included in the exemption.” The court cited the conferené 
report accompanying the 1949 amendments (Conference Report No. 1453, 88 
Cong., 1st sess. 1949) which listed the specific occupations intended to be include 
under “canning”. The occupations at issue in Stinson were, of course, nM 
included. 

The Department’s interpretive bulletin on the Seafood and Fishery Exemptie 
follows the court’s conclusion in the Stinson case as distinguished from a prev 
ous decision in the court of appeals, third circuit (MeCombd v. Consolidated Fith 
eries Co., 174 F. 2d 74) in which the 13(a)(5) exemption was extended ? 
employees “who are necessary to the carrying on of its (the firm’s) fishery a 
fish processing activities.” 
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The declarations made in the prepared statement, which we are correcting, 
were based on the McComb v. Consolidated Fisheries Co. case. 

The fact does remain however, that canning employees have only minimum 
wage coverage and not maximum hour coverage. Further, fish canning workers 
represent only a fraction of all seafood processing workers. The other seafood 
processing workers are exempted from both minimum wage and maximum hours 
coverage. 

The result is, as we stated in our testimony, that seafood processing workers 
are among the lowest paid workers in our economy. Wages as low as 60 and 65 
cents an hour are paid in this industry. Seafood processing workers definitely 
need coverage under the Fair Labor Standards Act. 

Sincerely yours, 
ARNOLD MAYER. 


Mr. Roosrvetr. The committee will stand adjourned until Wednes- 
day, at 10 a.m. 


(Thereupon at 3:30 p.m., a recess was taken until Wednesday, May 
11, 1960, at 10 a.m.) 
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WEDNESDAY, MAY 11, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Laspor STANDARDS, 
OF THE CoMMITTEER ON EpucaTIoN AND Lasor, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 429, 
(ld House Office Building, Hon. Phil M. Landrum, presiding. 

Present : Representatives Landrum, Roosevelt, Dent, Pucinski, and 
Ayres. 

tales present: L. K. Alderman, Jr., chief clerk, and W. Wilson 
Young, subcommittee counsel. 

Mr. Lanprum. The committee will come to order. 

The first witness this morning is Mr. Alvin A. Voges, secretary- 
manager of the American Veneer Package Association, Inc. 

Mr. Voges, will you come around, please. 


STATEMENT OF ALVIN A. VOGES, SECRETARY-MANAGER, AMERI- 
CAN VENEER PACKAGE ASSOCIATION, INC., ORLANDO, FLA. 


Mr. Voces. First, I would like to refer to our exhibit No. 4 and ask 
that in the last line, the letter “D,” referring to a column be changed 
tothe letter “J.” 

My name is Alvin A. Voges, and my business address 122514 North 
Orange Avenue, Orlando, Fla. 

lam employed as secretary-manager of American Veneer Package 
Association, Inc., a national trade association incorporated in 1938 
for the purpose of representing the manufacturers of wood veneer 
fruit el vegetable containers—industry code No. 2441. 

As such, we represent the majority volume of wood veneer fruit 
uid vegetable baskets and hampers manufactured in the United 
States. I have been in this position since 1951. 

As part of this prepared statement there is submitted an attached 
“ries of six exhibits to better picture our position in this matter and 
the reasons for that position. 

In the belief that our exhibits are sufficiently “noted” for easy un- 
derstanding, and to conserve time, we shall not here make explanation 
ofeach exhibit. 
ae will be happy to meet with your statisticians for analysis of the 

bits. 

Since others have appeared, or will appear, before you giving you 
‘ound and substantial reasons why minimum wage legislation is not 
good and why a legislated general increase in minimum wages will 
lot prove beneficial to the stability and welfare of our country and 
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its people we, to avoid repetitive stating of such reasons, and, again, 
for the purpose of conserving time, shall confine our remarks to the 
effect the proposed increase In minimum wage would have on our 
industry. 

By our presentation we hope to make it abundantly clear, to in. 
crease the minimum hourly wage will at once make it necessary this 
industry increase its selling prices and we expect to show that an 
increase in selling prices of our products is neither desirable nor 
can it readily be passed on to ultimate consumers by our customers, 


CLASS OF LABOR 


Our industry has not been able to evolve a pushbutton type of oper- 
ation; consequently, we are, comparatively per dollar of production 
value, large users of labor. In large part the labor we use comes to 
us unskilled, and formal education is not a prerequisite of employ- 
ment. 

LOCALE OF LABOR 


Our plants, largely located near heavily forested areas, are a part 
of rural America, a part of smalltown life. 

And our employees, unlike those who live in metropolitan areas 
do not have the great expenses of transportation, of eating in restat- 
rants, of expensive recreation, of costly wardrobes, of giving gratt- 
ities to every person who performs the least service. 

They can and do lead a much more simple and calm life than doe 
re big city worker, and, on a lesser amount of money, an equally 

ull life. 


EFFECT OF INCREASED MINIMUM HOURLY WAGE ON LABOR 


While it will be true that legislating an increase in minimum 
hourly wage will have a temporary beneficial effect to our labor, w 
conceive such beneficial effect to be but temporary in nature for we 
are convinced, but cannot statistically prove, that further deprecis 
tion of the purchasing power of the dollar will follow. 

Additionally, we sincerely believe our manufacturers to keep the 
labor cost relationship to value of manufactured product within his 
torical limits, will be forced to improve production per man-hou! 
through eliminating from their working force the least able ani 
competent of their employees and employing a lesser number of mor 
proficient employees. 

To do so will cause dislocation in the communities of which ¥ 
are a part and it isn’t easy to tell smalltown people their services at 
no longer needed. 

Too often other employment isn’t available to these people becaut 
they lack the ability and intuition needed in industries where skill 
important, or simply because there is a total lack of other industry. 

The end result being that such people become hardship cases 
a charge on the community. Certainly for such people it is rd 
that they work at $1 per hour and maintain themselves rather tha! 
not work at some higher wage rate and become welfare cases. 
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COMPETITION 


The manufacturers of paperboard cartons are a principal com- 

titor of our industry. 

Analysis of Bureau of the Census statistics as given in the 1959 an- 
nual survey of manufacturers shows that paperboard containers— 
industry code 2671—paid $451,312,000 in wages to production work- 
ers, and that the value of shipments was $2,699,145,000; production 
workers’ wages then being 16.7 percent to the value of shipments. 

This $451,310,000 of production wages was for 234,549 man-hours of 
labor or an average hourly wage of $1.924. 


COMPETITIVE BALANCE UPSET BY INCREASE IN MINIMUM WAGE 


For the year 1957, then, our competitors production labor cost in 
relation to value of shipments was but 16.7 percent by our exhibit No. 
2 we show the ratio for our industry to be 44.5 percent in a 6-year 
average. 

Again for the year 1957 our competitor had an average hourly 
production labor wage of $1.924 whereas we by dividing exhibit 1, line 
j,column F by column E compute to an average hourly wage of $1.163. 

To us it is obvious, the higher the average hourly wage the less an 
industry will be affected by an increase in minimum wages. 

And, the lower the percentage of labor to value of products shipped, 
the less effect changes in wage rates have on selling prices. 

Now, by the proposal to increase wage minimum a condition of im- 
balance would be imposed on our industry which would dislocate our 
competitive ability, might, in fact, cause this industry to shrink even 
toextinction. 

THE INDUSTRY'S CUSTOMERS 


Almost 100 percent of the product of our industry is sold to convey 
products of the farm to market. 


EFFECT OF INCREASE IN MINIMUM WAGE ON INDUSTRY CUSTOMERS 


Forests today are to a great extent a product of the farm, the 
product of our industry is then a product of the farm, its end use is 
areturn to the farm for the shipping of other farm produce. 

Ina large sense we are but a piece of machinery used by the farmer 
to produce an item needed by him in his farm operation. 

You are quite aware of the price indices of the Department of Labor 
stood at 100 for the 1947-49 period, and that as of January 1960 
the wholesale price index for the farm products was 86.5; wholesale 
index other than farm products was 128.8; consumer index was 125.4. 
While the cost of things the farmer purchases has advanced in con- 
siderable amount the products he sells have suffered a severe decline. 

Needless to say the farmer is in no mood for a further advance in 
prices in his material requirements. 

Yet, here now you are premediating further dislocation of that seg- 
ment of our national economy, for as surely as day follows night an 
increase in minimum wage will not reduce the cost of his purchases 
hor hold them steady ; it will in fact increase his costs. 
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BASKET INDUSTRY IS SMALL BUSINESS 


Our industry is here shown, classified by employment size as re. 


corded in bulletin MC-24C of the Bureau of the Census. 


(The tabulation referred to follows :) 
Number of 
Average number of employees: establishments 


I nec cg tl clos oe hes Dane 
Sa ea SS ae SSE nee nent 


ite tele i ies tse eno hap Rell 


Mr. Voces. Mr. Chairman, at this point, I would like to inject one 
additional remark. When we appeared on the subject of minimum 
wage, an increase from 75 cents to $1 per hour, we predicted that it 
would decrease the number of establishments in our industry, and fur. 
ther, that we would necessarily have to make price increases. 

As a matter of fact, a census of our industry today would be 10 per. 
cent less than the 134 establishments shown herein. 


BIG VERSUS LITTLE BUSINESS 


We previously gave proof our industry is composed of many small 
business units. 

We concur in the published remarks of other witnesses both pm 
and con in this matter that big business can better afford an increas 
in minimum wage rates than can small business. 

We cannot concede there should be a difference between small mant- 
facturers and small wholesalers and small retailers. 

Presently you are studying whether or not to include large retail 
business in this wage legislation and exclude small retail business. 

We respectfully submit that to exclude small retail business and in- 
clude small manufacturing business is discriminatory. 

The Department of Labor, with regard to the increase in minimum 
wage from 75 cents to $1, has stated that: 

During the period of adjustment to the higher minimum, there were signif 
eant declines in employment in most of the low wage industry segments; mud 
of the decline in employment in the 12 industry segments which occurred during 
the period can be attributed to the $1 minimum wage. 

We consider that a further increase in minimum wage would have 
similar results. 


INDUSTRY’S DISTRIBUTION OF THE DOLLAR VALUE OF PRODUCT SHIPPED 


In our exhibit No. 2, we show distribution into several categories d 
the dollar value of products shipped, namely—for a 6-year average: 





All wages and salaries, 44.5 percent; cost of materials, et cetera, 38! 
percent ; remainder, 17.1 percent. 

We maintain we are justified in stating the combined cost of wages 
and salaries plus the cost of materials, in relation to value of produt 
shipped, cannot increase in any considerable amount from the averagt 
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total of 82.9 and that the remainder amount of 17.1 percent cannot 
be allowed to fall much below that percentage. 

The remainder amount of 17.1 percent is not a gross or net profit item 
for it includes all expenses not chargeable as a cost of material or as 
salary and wages. 

A host of items are within that remainder amount, rent, interest, 
taxes, casualty losses, insurance, bad debts, repairs, depreciation, de- 
pletion, auditing, advertising, other selling expense including travel, 
and a myriad of other costs. 

Our industry has always been known as a low profit industry. It 
isinconceivable we could absorb an increase in wage structure. Should 
an increase in minimum hourly wage be legislated, it will be mandatory 
our prices increase. 


CALCULATED NECESSARY INCREASE IN SELLING PRICES BY REASON OF 
INCREASE IN MINIMUM WAGE 


Our exhibit No. 3 develops the percentage increase in wage costs for 
increased minimum hourly wage rates of $1.10 and $1.25 which in- 
crease is applicable to 95.8 percent of our total employees. 

Additionally we developed the percentage increase in cost applicable 
toour principal raw material. 

These two items, for which we consider we have factual information, 
are the only ones for which we have, in our final computations, at- 
tached an increased cost tag. 

We are not naive enough to think that our other wages and salaries, 
materials and other costs, will not increase, we simply do not have con- 
cusive information with which we could accurately forecast cost in- 
creases. 

And so, within those limitations, our exhibit No. 6 is built, basically 
itis a takeoff from exhibit No. 1, somewhat expanded in information 
and the actual 1958 figures restated at computed $1.10 and $1.25 mini- 
mum hourly wage rates in manner described in the exhibit. 

From this it can be computed our necessary percentage increase in 
value of product shipped in 1958 would have been at: $1.10 minimum 
wage, 1.07 percent ; $1.25 minimum wage, 11.16 percent. 

An increase in minmum wage to $1.10 will mean the farmer will 
pay about 2 cents more for each bushel basket and about 5 cents more 
for each bushel basket at a $1.25 minimum. 

In 1956 coincidental with the increase in minimum wage from 75 
cents to $1 per hour, our manufacturers were obliged to increase their 
selling prices. Between then and now there has not been any further 
Increases in those prices 

Nor are our selling prices likely to increase in the foreseeable future 
unless you tamper with the wage structure. 

Last year it was widely reported that the great burden of mail to 

ongress was the peoples’ prayer that the Government economize. The 
papers are now carrying reports of the peoples’ efforts to have Gov- 
ernment stabilize the dollar. 

In both instances we are satisfied the peoples’ real interest is in 
stability. 

We doubt that there is one person among you or among those 
appearing in this matter, that would say a legislated upward re- 
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vision of the wage structure will cause prices to remain at their 
present level, or go lower or that would argue such an increase will 
cause the dollar to be more firmly fixed at its present value, or cause 
it to become worth more. 

An earlier witness in this matter said : 

If an enterprise cannot survive except by paying wages of 75 cents or $1 an 
hour, I am pefectly willing for it to go out of business. 

It appears that his statement meant that under any given economic 
condition, under yesterday’s, today’s, or next year’s cost of living 
index, he would like to dispose of all industries, stores, and service 
establishments that cannot afford to pay in wages much more than 
the then existing minimum. 

His policy then would be to continually eliminate the enterprises 
that are paying the least in wages per hour. 

By his theory, ours would be one of the industries he would destroy. 

We submit that we do not think such radical theory would find 
favor with the people of this Nation. 

It is our opinion an increase in the minimum wage will trigger 
higher wage rates at all levels. Last year, before the Senate Lane 
Committee, a labor witness said: 

We know from experience that it becomes easier to negotiate wage rates above 
the minimum, even with the exemption, the year following the effective date of 
a new Federal minimum. 

We submit, a legislated increase in minimum wage is an inflationary 
lever and the people of the Nation have made it clear to you they do 
not want inflation. 

We respectfully request you do not find in favor of a change in 
minimum wage. 

Thank you. 

(The exhibits referred to follows :) 


Exuisit No. 1 


General statistics for industry code No. 2441, fruit and vegetable baskets 















































| 
All employees Direct and related labor =| Expendi- 
__| Value Cost of | Value of | tures for 
l {added by| mate- | products /new plant 
Year Man- | manufac- | rials, ete. | shipped and 
Average | Payroll | Average hours Wages tures (in thou- | (in thou-| equip- 
number | (in thou-| number | (in thou-| (in thou-! (in thou-| sands) sands) ment 
for year | sands) for year | sands) sands) sands) (in thou- 
| sands) 
(A) (B) (C) (D) (E) (F) (G) (H) (1) (J) 
1. 2067...- 9, 105 $13, 398 8, 781 18, 080 $12, 093 $19, 330 $11, 254 $30, 584 $872 
2. 8, 099 15, 150 7, 854 14, 596 13, 683 20, 424 11, 338 31, 762 N.A. 
3. 6, 685 13, 869 6, 278 12, 497 11, 782 18, 961 11, 554 30, 516 674 
4. 7,210 16, 656 6, 744 12, 746 14, 053 23, 383 15, 300 38, 684 356 
5. 6, 908 16, 527 6, 151 11, 709 13, 619 22, 261 14, 680 36, 941 550 
6. 5, 216 12, 395 4, 876 8, 926 10, 611 17, 452 11,718 29, 170 57 





Sources: U.S. Department of Commerce, Bureau cf the Census: for 1947, 1947 Census of Manufactures, 
MC-24C; for 1952, General Statistics Series, MAS-52—4 and 1954 MC-24-C; for 1954, 1954 Census of Manu- 
factures, MC-24C; for 1956, General Statistics Series, MAS-56-1-Rev.; for 1957, 1957 Annual Survey of 
Manufactures; for 1958, 1958 Census of Manufactures, MC (P) 24-C-2. 


Note.—Col. (H) figure for 1957 determined by subtracting col. (G) figure from col. (I) figure 
(36,941 —22,261= 14,680) (this note also includes 1958 figure). 


N.A. indicates not available. 
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ExHIBIT No. 2 


General statistics for industry code No. 2441—Fruit and vegetable basket 
manufacturing 


[Dollars in thousands] 





| 
1947 1952 1954 1956 1957 1958 | 6-year 

















average 
(A) (B) (C) (D) (E) (F) (G) 

|, Value of products shipped-_--........-.-.-. $30, 584 |$31, 762 |$30, 516 |$38, 684 |$36, 941 |$29,170 | $32, 943 
9, All wages and salaries. ._...........--.-.-- 13, 398 | 15,150 | 13,869 | 16,656 | 16,527 | 12,395 | 14, 666 
3, Cost of materials, etc._..............-----.- uy, 254 | 11,338 | 11, 554 | 15,300 | 14,680 | 11,718 12, 641 
NS TSS Oc ee ee Oe 6, 932 | 5,274] 5,093 | 6,728 | 5,734] 5,057 5, 636 
5, Value of product shipped__..-...percent..| 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
6. All wages and salaries__............- do....| 43.8 47.7 45.4 43.0 44.8 42.5 44.5 
7. Cost of materials, ete..............-- do....| 36.8 35.9 37.9 39.6 39.7 40.2 38.4 
DD cdiacuhucctinwonsdesaswes a 19.4 16. 4 16.7 17.4 15.5 17.3 17.1 


























Source: Lines 1, 2,3 from exhibit 1. Line 4 is the remainder of line 1 after deducting lines 2and 3. Lines 
6,6,7, 8 translate lines 1, 2, 3, 4into percentages. Col. (G) is the sum of the 6 years divided by 6 to obtain 
average. : 


ExHIBIT NO, 3 


In a survey of manufacturers, 17 responded. Fourteen of the reports were 
in good order, three were not usable. The 14 usable reports showed total em- 
ployees numbering 2,176 or 41.7 percent of the total employees of the industry 
in 1958. 

Purpose of the survey was to determine: 

(1) The calculated effect on payroll of a $1.10 minimum hourly wage. 

(2) The calculated effect on payroll of a $1.25 minimum hourly wage. 

(3) The number of clerical sales and administrative employees in ratio 
to the total number. 

The results— 


Industry code No, 2441—Fruit and vegetable basket manufacture, survey of 

















manufacturers 
! 
| Direct and related labor including ‘other’ burden labor 
Clerical, sales, and nin candles caliente 
administrative | 
All employees, | | Calculated payroll based 
number Actual on minimum wage 
i ie ——| Number | payroll = |__ = 
| ($1,000) | 
Number | Percent | | $1.10 $1.25 
| ($1,000) ($1,000) 
(A) (B) | (| (D) | © | ©® (Q) 
. eS ieee a cla a Sarees Se a 
2176. 92 4.2 wl 2, 084 «| 4, 587 | 4, 930 | 5, 536 














Therefore, the weighted calculated increase in payroll would be 7.5 percent if 
Hininum wage $1.10; 20.6 percent if minimum wage $1.25. 

Survey also disclosed that approximately 50 percent of the cost of logs and 
bolts, lumber and veneer would be labor affected in the same manner and to 
the same degree as the industry’s direct labor; namely, 7.5 percent increase in 
cost if minimum $1.10 and 20.6 percent increase if labor minimum $1.25. 

We have therefore assumed the following formulas: 

For $1.10 minimum: 50 percent of 7.5 percent = 3.8 percent + 100 per- 
cent = 103.8 percent cost. 

For $1.25 minimum: 50 percent of 20.6 percent = 10.3 percent + 100 per- 
cent = 110.3 percent cost. 

Note: To prevent identification to any manufacturer only totals are shown. 
Work sheets are available for inspection. 
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ExuisitT No. 4 
Industry code No. 2441—Fruit and vegetable baskets 


[Wages and salaries restated and giving further breakdown in classes, and percentage ratios to shipment} 





















































1947 1952 1954 1956 1957 1958 

(A) (B) (C) (D) (E) (F) 

Thous. Thous. Thous. Thous. Thous. Thous, 
1, Value of shipments-_................----| $30,584 | $31,762 | $30,516 | $38,684] $36,941 $29, 17) 
2. All wages and salaries. ----_-- 4 : 13, 398 15, 150 13, 869 16, 656 16, 527 12, 395 
3. Direct and related wages_---- 12, 093 13, 683 11, 782 14, 053 13, 619 10, 611 
4. Other wages and salaries __--.-.------ 1, 305 1, 467 2, 087 2, 603 2, 908 1, 74 
5. Value of shipments _-- percent 100.0 100.0. 72 100. 0 “100.0 100.0 100.0 
6, All wages and salaries___-_- do-_.- 43.8 47.7 45.4 43.0 44.8 42.5 
7. Direct and related wages.........do__-- 39.5 43.1 38.6 36.3 36.9 36.4 
8. Other wages and salaries...._....do__-- 4.3 4.6 6.8 6.7 7.9 61 

1958 

Average 

Number Percent Total wages wage per 

employee 

(G) (H) | (1) (J) 
} 

Thous. Thous. | Thous. Thous. 

9. All employees---- Wsti-ddes ts 5, 216 100.0 $12, 306 }....-. sega 
10. Direct —y related labor _- ch cpien 4, 876 93.5 10, 611 $2, 176 
11. Other employees ‘. eek eas 340 6.5 1, 784 |....:-2c dea 
12. Clerical, sales, and administrative ---- é 220 4.2 1, 823 |...<:.clie 
13. Other burden employees-------- a iu 120 2.3 261 2,176 

! 














Note.—Lines 1, 2, and 3 from exhibit 1. 

Line 4 is a subtraction of line 3 from line 2 

Lines 5, 6, 7, and 8 translate lines 1, 2, 3, and 4 into percent. 

Cols. (G) and (1), lines 9 and 10, figures from exhibit 1. 

Cols. (G) and (1), line 11, a subtraction of line 1 from line 9. 

Cols. (G) and (1), line 13, a subtraction of line 12 from line 11. 

Col. (G), line 12, figure developed by applying percentage shown in col. (H) (from survey). 

Col. (J), line 10, figure developed by dividing col. (I) by col. (G) 

Col. (1), line 13, figure developed by assuming other burden employees would have same annual earning 
per employee as in col. (D) line 10. 
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(Dollars in thousands] 
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Industry code No. 2441—Fruit and vegetable baskets (purchase restated and 
giving further breakdown in classes and percentage ratios to shipments) 



























































1947 1952 1954 1956 1957 1958 
(A) (B) (C) (D) (E) (F) 
1, Value of shipments.---- ...---| $30,584 | $31,762 | $30,516 | $38,684 | $36,941 $29, 170 
2, Materials, fuel, electricity, and con- 
a Sei Ea ee eI 11, 254 11, 388 11, 554 15, 300 14, 680 11, 718 
3, Value of shipments- -_---.---- percent- fr 100.0 100.0 100.0 * 100.0 100.0 100.0 
4, Materials, fuel, electricity, and con- 
tract work..........----..-- percent. 36. 8 35.9 37.9 39. 6 39.7 40.2 
1954 1958 
Percent | Percent | Percent | Percent 
ratio to | ratio to |. ratio to | ratio to 
purchase, shipments! purchase {shipments 
total } total 
] 
(G) (A) (D | (J) (K) (L) 
5. Materials, fuel, electricity and contract 
BL LnacuSuiadddhenberes onaspa atte $11, 554 100.0 37.9 $11, 718 100.0 40.2 
§. Stumpage, logs and bolts, lumber, | 
veneer Seihenes habe aod 6, 125 53.0 20.0 6, 211 53.0 21.3 
7. Other materials and supplies- 5.077 44.0 16. 6 5, 156 44.0 17.7 
4, Fuel and electric energy... 313 2.7 1.1 316 | 27 1.1 
9, Contract work --_------- : | 39 3 2 35 | 3 ot 
1 





inratio to shipments. 


percentage calculation of col. (J) to shipme 
Source: U.S. Census of Manufactures. 





nts. 


Note.—Col. (H) restates col. (G) in percent in ratio to purchase total. Col. (I) restates col. (G) in percent 
Col. (J) line 5 from exhibit I. 


Ol. (J) lines 6, 7, 8, and 9 figures are developed by 


1954 Bulletin MC24C for column (G), 


applying percent shown in col. (HH) and restated in col. (K) to the line 5 col. (J) figure. 


Col. (K) is a 
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ExHIsItT No. 6 
Industry code No. 2441—Fruit and vegetable baskets 


[Dollars in thousands] 














1958 1958 reconstructed | 1958 reconstructed 
to $1.10 minimum | to $1.25 minimum 
Percent Percent Percent 
ratio ratio ratio 
(A) (B) (C) (D) (E) (F) 
i Value of shipments -___..-.----.-- $29, 170 100.0 | $30, 356 100.0 | $32, 561 100! 
2. All wages and salaries. --.........----- 12, 395 42.5 13, 211 43.5 14, 635 4) 
3. Direct and related wages-_--....---- | ae 1 gf aaa 12, 707 j.+scaee 
4. Other wages and salaries-----_---- BE loscndede tu EWE lenwsscuss 1, 838 |.......... 
5. Clerical sales and administra- 
eels cieeieas ene SS ee Fe SS een 1, 528 |.nccuie. 
6. “Other” burden employment- 1 aetna. ip PRS 315 |..<ccae 
7. Materials, fuel, electricity and con- 
“jl FS eee 11, 718 40.2 11, 954 39.4 12, 358 3B) 
8. Stumpage, logs and bolts, lumber, 
GSES Sage EER 6 TF 6, 858 |..cke. 
9. Other materials, supplies_------ eS 5) ja Si eR OF oes 6,156 |. 
10. Fuels and electric energy ---------- aa ae | Se 316 |...sce 
11. 0 US eS See >) ea E fae. 36 |...<ciaee 
Si ial ciniccassetareoweenucge 5, 057 17.3 5, 191 17.1 5, 568 1! 























Note.—Col. (A) lines 1, 2, 3, 4, 7 restates 1958 results from identified source materials. 

Col. (A) lines 5 and 6 figures are from exhibit 4. 

Col. (A) lines 8, 9, 10, 11 figures are from exhibit 5. 

Col. (A) line 12 from exhibit 2. 

Col. (B), (D), (F) state cols. (A), (C), and (E) in percent as shown. 

Col. (C) reconstructs col. (A) (1) by applying percentage increase in wages from exhibit 3 to lines 3 andi 
and (2) by applying percent increase from exhibit 3 to line 8 then (3) determining total of all wages ani 
salaries (line 2) and all purchases (line 7) and allowing the totals of line 2 and 7 to be 82.9 percent, the total 
these categories as shown in exhibit 2 col. (G) (6 years average), then (4) computing the value of shipments 
by use of this 82.9 persengean, to total, then (5) computing the‘ ‘remainder amount.” 

Col. (E) is developed by process the same as col. (C). 


Mr. Lanprum. Now, Mr. Voges, as I understand your statement, 
the burden of it develops two principal points and that is: 

First, that you will not be able to absorb any increase in your wage 
out of your present profits; that you will, of necessity, need to pas 
any increase in wage cost on to the user of your product; is tha 
correct ? 

Mr. Voces. That is entirely correct. 

Mr. Lanprum. Secondly, you argue that the proposed increase 0 
anapracagpe power by reason of an increase in wages will be wiped ot! 

y this additional cost in production and being passed on to the cot 
sumer; is that correct ? 

Mr. Voces. Eventually; yes. Immediately; no. 

Mr. Lanprum. So that what you are telling us is that when we holi 
out to these low-wage earners or so-called low-wage earners, that ¥ 
are going to increase his purchasing power by giving him a legislatei 
increase, actually we are just fooling him a little bit. 

Is that what you are arguing ? 

Mr. Voces. Partly, sir; not entirely. In my opinion minimum wag 
rates advanced in a greater amount than selling prices, with or with 
out legislation governing the wage base. 

Mr. Lanprum. So you think he will receive some increase in pur 
chasing power, although it will not be all net? 

Mr. Voges. Yes, sir. 

In addition, I think it will dislocate a large number of less th 
proficient labor. 
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Mr. Lanprum. Do you anticipate that the increased cost of produc- 
tion by reason of any increase in wages will be reflected in the cost 
of fruits and vaniaiiles in the markets of the metropolitan centers ? 

Mr. Voces. We have said in our exhibit that the cost of baskets 
alone will increase at a dollar ten cents minimum, will increase ap- 
proximately 2 cents a basket, and a dollar and a quarter minimum will 
increase approximately 5 cents a bushel basket. 

We also believe that all the components that are used in the pack- 
ing and shipping of farm produce will take an increase that may or 
may or may not be similar to ours. 

Rowton, while I am not qualified to talk for others, in the wood- 
ackaging industry, it is my sincere opinion that our representation 
were is largely a representation of other manufacturers of wood con- 
tainers. 

Mr. Lanprum. Mr. Dent, do you desire to question Mr. Voges? 

Mr. Dent. Yes. 

Is it not true, Mr. Voges, that the persons who receive the low wage 
scale are, first, the most permanent persons who ire on the relief rolls 
of the country ¢ 

Mr. Vocrs. Entirely true, Mr. Dent, in my opinion. 

Mr. Dent. That is my opinion, too. 

Have you folks ever made a study of the cost in direct taxation to 
you for carrying the relief load as against the cost of your product 
by an increased wage level / 

Mr. Vocrs. Well, sir, unlike Government bureaus we just cannot 
pyramid our working force to amply take care of gathering statistics 
of that. nature; no, sir, we have not. 

Mr. Denr. You do not seem to have any dearth of statistics on what 
happened when we raised the wages from 60 cents or 70 cents to a 
dollar. 

I thought perhaps an efficient organization would try to find that 
out. I just received a Pennsylvania State bulletin this morning, the 
reason I was late is that I tried to analyze it. 

Our last month’s relief bill in the State of Pennsylvania was $16 
nillion. That appears to be quite a sum. 

I can say from 20-odd years of experience in State government that 
it just seems to be rather static, somewhere bet ween $15 and $17 million 
every month. 

I know that we have a great number of persons on that relief roll— 
Isay this of my own knowledge—who would go to jobs, but in a relief 
situation where they have a family of six or seven they receive an 
amount. based upon family size and there is not any one of them that 
could exist with their family on a minimum wage that we have estab- 
lished in many of our areas of employment, but who can do better by 
being on relief. 

You and I both have problems as citizens that are related.. The 
relationship between low wages, relief taxes, and relief payments is 
very close. 

I think some of you people ought to start looking into that matter. 

Mr. Voces. Mr. Dent, it amuses me greatly when I read what the 
heed of a person is; what a living wage is, because, after all, a living 
wage for an individual is not a living wage for a family of 2 or a 
family of 10. 
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I don’t know the answer. I have never been able to discover just 
what they mean. 

Mr. Denv. I do not, either. 

Mr. Voces. This I do know: Sometimes the value of money is ir. 
relevant. Let me give you an example: The yard boy I have working 
in our yard at the time of the last increase from 75 cents to $1, came 
to me and said that he saw where the Government had told us to in- 
crease our payments per hour and he thought he ought to be getting 
it. 

I said, “Well, RA, do you know that for over 6 months you have 
been getting more than that amount of money ?” 

He did not know it. 

Mr. Denrv. Is it not also true that we establish relief payments ona 
basic minimum requirement? I do not know of any payments that ar 
made in my State that are not based upon basic minimum require. 
ments. Yet we have family heads working for amounts that are 
much less than the relief recipient gets. 

I understand the problem of economics and what an industry can 
and cannot do. We are not going to try to put anybody out of busi- 
ness, but there are some areas that Congress has to get into and one 
of them is that very area whether or not we can ask a man to uphold 
his dignity as a man and work for a living when he can receive a lot 
more by staying home. 

Mr. Voces. That same application in reverse, Mr. Dent, occurs to 
me as being prevalent in the Davis-Bacon Act operation. 

Mr. Dent. How? 

Mr. Voces. By the report of local high wages where actually the 
local high wages are lower than those that are given as being the 
local high wages, local low wages. 

Mr. Dent. I do not suppose there is any law that the U.S. Congres 
can pass that can prevent lying or cheating. I would imagine that 
they would try to get the facts in the matter and find out what the 
wages are. 

If I were a contractor and had to pay them, I would make sure that 
the wages reported were somewhere near what was being paid. 

Mr. Voces. We quite well know in many local instances their econ- 
omy has been upset by Davis-Bacon Act operations where they have 
entered and paid higher wages to labor than was the going scale it 
that particular area. 

Mr. Dent. It upset the economy by increasing other wages, you 
mean ? 

Mr. Voces. Yes, sir. I do know this: I think there should be fur 
ther departmental investigation before placing a wage amount int 
given area. 

Mr. Lanprum. Mr. Pucinski? 

Mr. Pucrysxt. Mr. Voges, I do not recall whether you stated m 
your statement, but how many people would be affected in your indus 
try by this law? 

Mr. Voces. Our total employees as of 1958 were 5,216. 

Mr. Puctnsxt. How many plants would this affect? 

Mr. Voces. 134. 

Mr. Puctnsxt. Are these mostly in Florida? 
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Mr. Voges. No, sir. Iam glad you asked that question. Approxi- 
mately 60 percent of our production—well, if you divide the Nation 
in half, horizontally, approximately 60 percent of our production is 
out of the northern area. 

Mr. Pucinsx1. Would you have any idea what the average mini- 
mum wage now is for the unskilled worker in this particular industry ? 

Mr. Voces. Their minimum wage is $1. Our average wage through- 
out the industry is $1.16 and a fraction. 

Mr. Pucrnsxi. Are you more concerned about the overtime provi- 
sion of this legislation ? 

Mr. Voces. No, sir; I am not concerned about the overtime provi- 
sion at all. We have ample labor available that we can always increase 
our 8-hour production; actually, there is more of this $1 labor avail- 
able than probably is supposed, especially in the more rural towns, I 
would say. 

Mr. Puctnsk1. Your concern, then, is about the $1 to $1.25? 

Mr. Vogss. Yes, sir. 

Mr. Puctnsx1. Thank you. 

Mr. Lanprum. Thank you, Mr. Voges. 

We assure you it was a pleasure for the committee to have you upon 
the request of your very able representative from Florida, Mr. 
Herlong, whose representation to the committee as to the importance 
of your testimony has been proven. We are glad to have had you 
here. 

Mr. Voces. Thanks to him and to the committee. We are mighty 
happy the United States has gentlemen dedicated as you all are. 

Mr. Lanprum. Now, with the permission and indulgence of some 
witnesses who were scheduled to appear next, 1 am going to exercise 
the prerogative of the Chair and shift them down one and shift the 
other one up one, in order to accommodate some Members of Congress 
who must return to their duties. 

We will now recognize the gentleman from Mississippi, Mr. Colmer, 
and following him the gentleman from Mississippi, Mr. Williams. 

Come around, Mr. Colmer. 


STATEMENT OF HON. WILLIAM M. COLMER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Cotmer. Thank you, Mr. Chairman, members of the com- 
mittee. I am not here for the purpose of making a statement, Mr. 
Chairman, but rather to present some witnesses from my State who 
have come up here to manifest their interest in this pending legislation. 
_ Mr. Chairman, Mr. Ben Stevens, Jr., of Richton, Miss., represent- 
ing the forest products group of the Mississippi Manufacturers As- 
sociation, will make the principal statement and he will be followed 
by Mr. Ham Sanders, of Meridian, Miss., of the Sanders Lumber Co. 

He, in turn, will be followed by Mr. J. D. Ingram of Carthage, 
Miss., of the pulpwood producers. 

And, finally, Mr. Price Paschal, of Brandon, Miss., of the Paschal 
lumber Co. 

I might add, Mr, Chairman, that these gentlemen are from the con- 
gressional district represented so ably by my esteemed colleagues, 
Congressman John Bell Williams of the Fourth District, and Mr. 
Arthur Winstead, of the Fifth District. 


55097—60—pt. 3——_10 
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Mr. Stevens whom I now have the pleasure of presenting to yoy 
is from my own, the Sixth Congressional District of Mississippi, 

On behalf of and at the suggestion of Congressman Williams and 
Congressman Winstead, I am making the presentation of all of thes 
gentlemen who will testify in that order. 

Mr. Lanprum. We are glad to have you appear before the com. 
mittee again, Mr. Colmer, to express your interest in matters affecting 
your constituents. 

Weare also happy to accommodate the request of Mr. Williams and 
Mr. Winstead along with yours that these gentlemen be heard in 
behalf of the problems that they do have. 

We are very happy to hear from them. 

If you will have them come around we will get them to talking 
right away. 

Mr. Coutmer. And for that, Mr. Chairman, we are very grateful 

I think, Mr. Chairman, with your permission, I will ask these two 
Miss Americas we have from Mississippi, the home of the Mis 
Americas, to stand. 

Mr. Lanprum. If you will let them come around to the witnes 
stand, we will just defer the other witnesses entirely and hear from 
them. 

Mr. Stevens. Mr. Chairman, we will agree to that. 


STATEMENT OF HON. JOHN BELL WILLIAMS, A REPRESENTATIV 
IN CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. WituraMs. Mr. Chairman, since you got off on the subject of 
Miss America, I think it might be well to note Mr. Paschal here is 
from Brandon, Miss., the home of Miss America of last year, Mis 
Marion Mobley. 

Accompanying these gentlemen is Bob Hart from Natchez, Miss, 
a fellow neighbor and fellow townsman of this year’s Miss Americ, 
Miss Linda Lee Mead. 

I think the committee would pay more attention to the testimony 
if they had that edification. 

Mr. Cotmer. Mr. Chairman, I might add that the modesty of my 
colleague, Congressman Williams, prevented him from saying thai 
both of these Miss Americas were from his Congressional District. 

Mr. Lanprum. I would say that having looked at the men 
Mississippi, it would give us a great deal more pleasure to have tht 
women come on. 

Mr. Coutmer. Mr. Chairman, I knew that I had talked too low 
already. 

I am going to ask Mrs. Wilcox and Mrs. Stevens to stand. 

Thank you very much. 


STATEMENT OF BEN M. STEVENS, JR., RICHTON, MISS., REPRE 
SENTING THE FOREST PRODUCTS GROUP, OF MISSISSIPPI MAN 
FACTURERS ASSOCIATION 


Mr. Lanprum. Is Mr. Stevens going to be our first witness ? 
Mr. Srevens. Yes, sir. 
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Mr. Lanprum. All right, Mr. Stevens, you go right ahead. 

If you will present things as expeditiously as possible, please. 

Mr. Stevens. I want to thank you, Bill for that very splendid in- 
troduction. We appreciate very much your presence and John Bell’s 
presence here this morning. 

Mr. Lanprum. We want you to understand that all of your delega- 
tion has been very diligent in their interest in this matter, but par- 
ticularly these two, and Arthur Winstead were up here this morning. 
I do not believe this committee would ever have closed these hearings 
if we had not agreed to their demand for your appearance here, 

Mr. Stevens. Thank you, sir. 

The Chairman, gentlemen, I am Ben M. Stevens, Jr., of Richton, 
Miss. I represent the forest products group of the Mississippi Manu- 
facturers Association, and I am speaking in opposition to the pro- 
posals in House bill No. 4488, and others, which would eliminate the 
]2-man exemption in small forestry operations, and which would raise 
the minimum wage above $1 per hour. 

The forest products group of the association represents all parts of 
our forest industry in Mississippi, including poles, piling, stumpwood, 
naval stores, tree farmers, pulpwood, sawlogs, ply wood, lumber, wood 
treating and furniture. The group was organized for the purpose of 
promoting the forest products industries of our State and to encourage 
conservation and sound forestry practices. 

I am president of the Richton Tie & Timber Co., a family owned 
and operated company, which has been engaged in the supply of pulp- 
wood, crossties, sawtimber, poles and piling for more than 33 years. 
Our area of operation is southeast Mississippi and in southwest Ala- 
bama. In addition to our timber business, we own some timberland, 
and important to me is the fact that I am the fourth generation of 
my family to be actively engaged in the management of a retail coun- 
try store started 93 years ago by my great grandfather. 

I might also add, Mr. Chairman, that I am a graduate of one of 
your finest. institutions of which I am very proud. 

I had the privilege just this past. year of serving as president of the 
Mississippi Forestry Association, a private nonprofit organization 
whose membership is made up of tree farmers, foresters, and other 
small woodlot owners from all walks of life. With this background, 
I feel I am qualified to speak on our subject. 

Now, let me tell you a little about Mississippi’s forests. We are 
proud of our record as the No. 1 Tree Farm State in the Nation. 
Within the past few weeks our Governor, the Honorable Ross R. Bar- 
nett, signed into law a bill establishing a forestry bank designed to 
assist. the small landowner to develop his woodlot. I would like to re- 
fer you to some statistics on our a, she situation in Mississippi which 
point out why a factory type law requiring the keeping of time records 
will not work, 

In Mississippi we have 16.4 million acres of forest land. Farmers 
and private owners own 73.7 percent of the acreage. Of the 16.4 mil- 
lion acres of commercial forest lands, 14.7 million acres or 85 percent 
are owned by 133,394 farmers and other private owners, whose average 
holding is under 200 acres. 
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(The statistics referred to follow :) 
Mississippi’s forest lands * 
! 
Ownership Acres | Percent of 
| total 

Private: | 
Farm woodland ie Ais tite ppthig tegtia dob =e pp ebie pe wdantehos 6, 958, 000 42.3 
Net on ack a dn tune ccnee aR Es hPa ane Rae rake ie aenine’ 2, 602, 000 15.8 
By 22 os eR a FER Bs eR ES oa PES ELS SS ASSET ES ENE 5, 162, 000 31.4 
Total private. ....__.. 14, 722, 000 | “905 
EE I EE ee ee ye ere ee Te ee ee 1, 718,000 10.5 
iiensieniie! . seccerr te AS or BS ope lee! tise | 16, 440,000 | 100.0 

| i 

1 Timber Resource Review 1955, U.S. Forest Service. 
Size of private forest ownerships in Mississippi 
Percent of | Number | Percent of 
Size class Acres total owners total 
acreage owners 

gn. ee ae pevascandetseacl BE 26.0 103, 444 77.5 
IONS 65008 e033 > seh bast sespeeuedasel 1 MeOee 30.5 27, 500 20.6 
Cr eee Cee 21.0 2, 348 1.8 
5,000 to 50,000 acres... _.......-.-..-- deatcnhd inconwdonbas 1, 498, 000 10.2 90 Jl 
ee ani an kee cnaeine ens dinninh peo mnee 1, 756, 000 11.9 12 | ..0cn~nsni 
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The forest economy of Mississippi is estimated to be $350 million 
annually. This industry, second only to farming in our State, is based 
upon the utilization of 16.4 million acres of forestland, three-fourths 
of which is in small ownerships. Of the 10 billion trees in Missis- 
sippi, some 75 percent are hardwood and 4 out of 10 of these are cull 
trees which occupy land but do not produce profitable timber for large 
heavily mechanized operations. The need for the small producer and 
his crews to operate in such a land ownership pattern is easily 
recognized. 

With this background, let’s see how the pulpwood and lumber busi- 
ness works in my area. Each wood user is dependent upon an area 
around it to secure an adequate supply of wood or logs. A small user 
will probably acquire wood or logs within a 10-mile radius, whereas, 
the larger consumers are dependent upon an area with a radius of 
hundreds of miles. In many cases the areas are so extended, because 
of the scarcity of available timber and wood or log producing labor. 
In most wood producing communities, as is shown by this forest serv- 
ice map, there are four or more pulpmills not to mention lumber mills 
and other wood users which are competing for the available wood 
supply. 

The person from whom consumers generally buy their wood is the 
dealer. 

The wood dealer is like the cotton buyer on a gin yard, or in a small 
town; like the groceryman, or storekeeper who furnishes a ready cash 
market for the farmer’s chickens, eggs and other farm produce. It 
is not uncommon for a wood dealer to buy several thousand dollars 
worth of wood at one small town rail-siding each week. This action 
is repeated each week during the year, which means this cash wood 
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market, in many cases, is the largest part of the community’s cash 
economy. To lose this market, in thousands of communities, would 
be detrimental to the filling-station man, the groceryman, the mer- 
chant and all professions and businesses. In many such towns and 
communities, the wood market, or wood yards, forms the largest part 
of the town’s cash economy, 

The wood dealer, like the average legitimate small business, strives 
tocomply with laws EN the particular busines. The people he 
anploys, to carry on this dealership, are worked and paid under the 
Fair Labor Standards Act. The dealer is capable and able to keep 
timeclocks and the necessary records, on his employees. So as wood 
dealers, and as far as our own employees are concerned, we are able to 
function under the present setup. ‘This is not true in the case of the 
producer, as I will now explain. 

In this brief picture, we have discussed the consumers and the 
wood dealers. The third and most important element of the forest 
products industry, in Mississippi, is the small businessman who cuts 
and hauls, with his crews, the wood to the local woodyards and sells 
ittothe dealer. In the trade, he is known as a producer. 

Who is the producer? He may be the small farmer, who plays 
such an important part in our everyday lives in rural Mississippi, and 
inthe rural South. ‘This is the man who carries on a variety of activ- 
ities during the course of a year, in an effort to make a livelihood. 
He is mostly a man who farms during the farm season and during 
the off farming season he picks up a little public work, probably gets 
alittle work from his county supervisor, and sells some forest prod- 
ucts all during the year for most of his cash. 

He will cut a load of wood and bring it in to the nearest wood 
market and sell it, just like he would sell any of his farm produce. 
Inmany cases he will farm 3 or 4 days a week and then, on the other 
day or two, he will cut and haul a load or two of wood to market and 
this wood income furnishes him with money with which to make 
his crop. 

The producer may also be the man who can usually manage to 
get his hands on an old truck and can find a few loads of wood each 
week for sale at the local wood market. This is the man who has 
always worked a part of his living out of the woods; he is from the 
same stock who has always depended upon small woods operation for 
part of his livelihood. One week he might work at the small saw- 
mill at the edge of town, the next week he will cut a few logs, and 
the next week he will be back hauling a few loads of wood. He is 
the one who spends his money in the local store and at the local 
“rvice station; he is the one who makes the local rural economy click. 
He is the man who makes small towns and communities exist. 

The producer is also the man who devotes his entire efforts toward 
the production of wood, one who can best be described as a profes- 
sional wood producer; a small-business man hiring his own laborers, 
buying his own equipment, purchasing his own timber, but using 
every available method known to him to efficiently manage and oper- 
ite his business in order to derive the greatest dollar return. He 
buys small tracts of timber, generally within a 25-mile radius of his 
residence, and employs from 6 to 12 workers living in the vicinity. 
Perhaps these workers will be employed between seasonal crops or 
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other occupations and will work periods within days or weeks as their 
other interests so demand. They work without supervision as to their 
going or coming and without any set working hours and with their 
earnings being established on a piecework basis, but averaging above 
the minimum wage. 

A buyer-seller relationship describes the true situation, with the 
dealer as the buyer and the producer as the seller. Pulpwood is pro- 
duced and sold on an open market. The spread of labor and produc 
tion cost is the difference between stumpage and delivery prices with 
the seller determining this differential by separate bidding and nego- 
tiations with landowners for stumpage. This negotiation is a per- 
sonal one with many factors, such as the timber location, type of stand, 
terrain, and moisture conditions affecting the price, and is beyond the 
control of the buyer. Each time timber prices have risen there has 
been a corresponding rise in the price of stumpage. For example, it 
has been my experience that each time timber prices have risen there 
has been a corresponding increase in the prices at which the U.S. For. 
est Service sells its stumpage. 

The procurement plan now in effect in the South has been pictured 
by some as a new device to keep prices down and to avoid having an 
oroganized logging division attached to each mill. Gentlemen, I say 
in all sincerity that this is not correct. My father is one of the oldest, 
if not the oldest pulpwood buyer in Mississippi. From the beginning 
of the pulpwood using industry’s operations in the South, wood has 
been obtained from the many scattered small tracts of land and small 
producers. My father prevailed on one of the mills, and today we 
are still one of their major suppliers, to let him buy wood just as he 
bought cotton, cross ties, corn, produce, eggs, chickens—even foxes and 
coons, in order to supply income to the people of our trade area. We 
operate today on the same principle as set up by my father when the 
mills first moved South. We have polished up a bit and have better 
storage yards, mechanized equipment for unloading the wood ; volume 
is up, price is up, labor is up, but we are still buying wood from small 

roducers in Richton, and it is still a major source of income to the 
people of the Richton area. 

The dealer has been belittled in a previous statement as an unneces 
sary factor whose only function is to cut down on the cost of wood. I 
all other industries wholesalers are a recognized group with a vital 
and necessary place in the flow of goods from the manufacturer to the 
consumer. The dealer in our industry occupies the same position # 
a wholesaler in the flow of raw material from literally thousands of 
small producers to the mills, and I don’t back up an inch in stressi 
the dealer’s position and importance with regard to the pulpw 
industry. 

To further illustrate my point that the system hasn’t changed an 
that our wood is obtained from the small landowner, last year, out 


the total cords of wood sold by our firm, less than 4 percent came 


from lands owned by our pulpwood consuming customers. Let m 
give you another example. 

A pulpwood dealer in Mississippi recently bought approximately 
500 units of pulpwood in 1 week at 1 location. Seventy-three differ 
ent trucks, each representing a different producer, hauled this w 
to the storage yard. This wood came from over 73 different tim 
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ir Jiracts as each seller had negotiated for his own timber, and some were 
ir |vorking on more than one tract. More than 73 landowners were in- 
air jvolved. At other yards from 10 to 30 miles away, a similar process 
ve Jwas going on. If the 12-man exemption was eliminated and the 
dealer made responsible for the enforcement of the law, he would 
he }either go out of business or have to furnish some type of supervision 
ro- [it 73 or more different sites, scattered over approximately 300 square 
uc- Jmiles of territory, to assure that all provisions of the act were met. 
ith }And, being a buyer only, he would not know who was involved until 
go- |they showed up. ‘The buyer would be in a position similar to the 
er- jowner of a manufacturing plant who can estimate the number of cus- 
nd, jtomers he may have during a given week from past experiences, ac- 
the [cording to the season, the weather, and the general economic condi- 
has | tion, but there is no way for him to tell you who the various customers 
it | will be. 
- It has been said that the keeping of time records would not hurt 
or- |the situation. In this regard, I would like to make two points. 
First, it is a practical impossibility to keep accurate time records in 
red Jthe woods. Men are scattered over a wide area because of the fact 
‘an |that the timber stands are scattered. A producer may have crews 
say } working in several counties at the same time and may not see his men 
est, | for days. 
ing} Second, this small, independent businessman’s operation is gov- 
has | ened to a very large extent by weather conditions. It is not unusual 
nall fin our Southland, during the winter months from November until 
wef April, for us to have bad weather lasting 2 or 3 weeks at a time. 
s he} When the weather breaks, and the ground is dry enough so that the 
and | producer may resume his operations, he and his men work longer 
Wefhours during every day the sun shines, so that the average of their 
the} income will be stabilized. The small producer will not and cannot 
tier foperate under this factory-type law without the present 12-man 
ume f exemption. 
mall} In Mississippi, as I have pointed out, we have small landowners. 
) the} We want to continue being the No. 1 tree farm State in the Nation. 
We want to continue assisting our small landowners develop their 
aces Foodlots. You gentlemen can help us and our small landowners 
In} build a stronger economy in the rural South by retaining the 12-man 
vital f exemption. 
othe} Iwould like for Mr. Sanders to add just a few comments, if he may, 
m a fatthis time. 
Isoif Mr. Lanprum. Mr. Sanders. 


ssing 
wool STATEMENT OF HAM SANDERS, MERIDIAN, MISS., ON BEHALF OF 
Yr SANDERS LUMBER C0. 

an 





utolf Mr. Sanprers. Thank you, gentlemen. My name is H. E., better 
camtown as “Ham,” Sanders, and I am owner and operator of the 
+ mpanders Lumber Co. of Meridian, Miss. I am considered a medium- 

wed operator in the manufacturing of southern pine lumber. We 
atelypuy logs from independent loggers; also, we buy small tracts of tim- 
ifferPer and have this timber cut and logged to our mill by contract log- 
wooigers. We employ on our immediate payroll approximately 50 people 
mbetetd do business with approximately 75 loggers, which means from an 
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operation of our type approximately 125 families are earning 4 
livelihood. 

I have been operating this company in the same location since 1944 
and prior to that time I operated a similar type operation in north 
Alabama, so I feel that I am fully qualified to speak for the lumber. 
men of our State in opposition to an increase in the minimum wage 
and to the elimination of the 12-man exemption for small logging 
operators. 

The lumber manufacturing industry of Mississippi is important to 
the economy of our State. It ranks first in the number of establish- 
ments, accounting for 50 percent of all manufacturing plants in the 
State. Although essentially small business in character, one out of 
every five workers in the State is employed in logging and lumbering. 
Our industry also furnishes part-time employment to agricultural 
workers in between planting and harvesting. 

The great bulk of our labor is unskilled. They are the ones whos 
earning capacity is limited and in this day of constantly rising labor 
costs they are the ones who would be hurt, not helped, by an increase 
in the legal minimum wage as proposed in House bill 4488. They 
are the ones whose jobs are replaced by labor-saving machines. 

Since the increase in the minimum wage in 1955 from 75 cents to$! 
an hour, the lumber produced in Mississippi has steadily declined as 
shown from the Mississippi State Tax Department by the Severane 
Tax Division: 


as erpecpe tore ow lig escapes hema guar ones 1, 348, 870, 0M 
Re eee ee SU ee 1, 307, 381, 000 
BOT, TR Cheer poate a ek es lk 964, 517, 00 
FE CP ONION a oii die ik ete rise sind cetesinisinny 888, 556, 000 


From these figures you can readily see that the board feet of timber 
products produced in the State of Mississippi has dropped more than 
a third in 4 years. 

Not only has the board feet of timber produced in the State of 
Mississippi decreased in this number of years, the number of milk 
producing this timber has also been greatly reduced. The majority 
of the mills in the State of Mississippi are medium to small mills an 
my section of the State is as good an example of what is happening 
the lumber industry as any that I know. In 1955 before the increas 
from 75 cents to $1, there were eight such operations as mine in’ 
radius of 10 miles of Meridian, Miss. Today, I am the only operation 
in this same radius. This increase in direct labor costs was 3314 pet 
cent, which was impossible to pass on to the consumer. This 
shown by Biddle Co.’s report on 1- by 6-inch No. 2 Common which 
a standard item of yellow pine which sold in 1955 for a low of $#! 
and a high of $78 per thousand feet. In the year 1958, the same 
nome sold for a low of $67 and a high of $76 per thousand boart 

eet. 

The lumber industry in the State of Mississippi, made up of smal 
companies, was not able to keep the pace with more mechanized equi 
ment of handling lumber, and therefore many companies were fo 
to either close down or go broke. In my individual case, I borrowel 
from the Small Business Administration $100,000 which was spett 
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entirely for new equipment to reduce direct labor cost. "Without this 
new equipment, we would have had to close down, and even with new 
equipment it is difficult to operate today and make the necessary pay- 
ments on this loan. 

The direct labor cost today for producing 1,000 board feet of south- 
em yellow pine lumber is approximately $26 per thousand. This 
figure is reported by a survey of the southern pine industry and if an 
increase of 25 percent should go into effect this would mean an addi- 
tional labor cost of $6.50 per thousand board feet. I can assure you 
that the mills manufacturing southern pine lumber since 1955 have 
not made a profit of anything like $6.50 per thousand board feet. 

An additional increase in the minimum wage at this time will force 
more mills to close, consequently throwing more people out of work. 
Gentlemen, this would be a serious blow to the workers of the State 
of Mississippi, and the entire South. I feel that much of the unem- 
ployment in the lumber industry was caused directly by the increase 
inthe minimum wage from 75 cents to $1. There is no way for busi- 
ness of my type to stand another increase in direct labor cost at this 
time. 

We, as an industry, are opposed to any type of legislation that has 
socialist tendencies and this type of legislation definitely has these 
tendencies. Moreover, it is leading us into further inflation which this 
country today is not in a position to stand. 

And now, I would like to discuss the 12-man exemption which is 
permitted for the logging industry. It is essential that this exemption 
be allowed to remain in the law, and I will now discuss with you the 
reasons for this statement which I have just made. 

The nature of the woodlands in the South are such that it is practi- 
cally impossible to work large enough crews to where you could have 
supervision, keep the proper records, and operate on any kind of an 
economic basis. The land is owned, in most instances, by small land- 
owners and the growth of timber on the land is not heavy; conse- 
quently, men to properly harvest the logs and pulpwood must be 
sattered over very large areas of ground. Therefore, supervision 
isvery near impossible. 

It will not help workers at the lower end of the wage scale to legis- 
late an increased minimum wage when at the same time, as has been 
proven in the past, many of their jobs will be legislated out of existence. 

I want to thank you for appearing. I shall be glad to try to answer 
amy questions that you gentlemen might have. 

Mr. Lanprum. We are glad to have you, sir. 

Mr. Srevens. Mr. Chairman, Mr. Ingram of Carthage, is a pulp- 
wood producer. We would like for him to make his statement at 
this time in the interest of time and we will not ask Mr. Paschal to 
trad his statement. We will ask him, after Mr. Ingram, with your 
Permission, to make a few comments and file his statement for the 
record. 

Mr. Lanprum. We will receive that for the record. 

We appreciate your doing it that way since we are pressed for 
time. 
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STATEMENT OF J. D. INGRAM, PULPWOOD PRODUCER FROM 
CARTHAGE, MISS. 


Mr. Incram. Mr. Chairman and members of the subcommittee; 
I am J. D. Ingram, partner of D. F. Ingram & Son of Carth 
Leake County, Miss. I have prepared this statement on behalf 
the many pulpwood producers in my county who are, I feel, repre- 
sentative of thousands of similar producers throughout Mississippi. 

My father and I are the kind of people which this Government 
repeatedly stated they want to see succeed in their business ventures, 
We are small business people in its truest sense, operating on a scale 
which never gets noticed in the Wall Street Journal, or any other 
paper, as far as that goes. Yet, we make an honest living, providing 
food and shelter for our families, and job opportunities for 10 or 2 
other men. 

I would like to try to impress you with the adverse effects the 
removal of the 12-man exemption and the raising of the minimum 
wage would have upon our livelihood, and to request your recom- 
mendation to your full committee that neither of these two proposals 
become law. 

To show you what effect these two proposals would have upon us, 
I must describe our own operation and history in some detail but, as 
I have stated, I feel that we are so typical in our trade that I believe 
in effect I am describing hundreds and thousands of other men who 
call themselves pulpwood producers, 

First in importance and satisfaction to us, we are independent 
businessmen, and we cherish this position if for not other reason than 
that it allows us to determine the amount of effort we will exert to 
provide the better things of life, and to reap the benefits of this exer- 
tion. We have been working hard at this business for the past 30 
years, from the one-truck operation, which could not produce enough 
wood to assure loading a car in 2 days before demurrage charges 
accrued to a car, to the present day in which we operate three and 
four trucks of our own, as well as a mechanical loader, and can pur- 
chase wood from the one-truck man, thus being capable of loading 
three or four carloads per day. This is still mighty small figures as 
business ventures go, but typical of the way in which pulpwood is 
produced in the South. 

How would the loss of the 12-man exemption affect us? First, let 
me assure you that an able-bodied man devoting full time to cutting 
pulpwood 8 hours a day is making $8 a day or more. This, however, 
is not our entire problem. If the exemption were lost, we would have 
to keep exacting records of hours worked and be certain that the men 
were working every minute. We would also have to be certain each 
man received time and one-half for all hours worked over 40 in any 
one week. Since we have to check the cutting operations, the truck 
ing operations. and the receiving onerations, as well as look for the 
next tract of timber to buy. it would compel us to hire foremen o 
timekeeners all along the line. raising our administrative costs to 
where I firmly believe our profit margin would vanish, if not create 
a deficit. : 

T cannot believe you gentlemen expect or want us to operate a bus 
ness investment of about $20,000 without making a livelihood out 
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of it. We employ many part-time workers and a number of farmers 
who work extremely erratically, mostly according to the demands of 
their farm crops and the weather. We also employ a number of men 
in between their regular jobs. The loss of the 12-man exemption, 
with the resulting recordkeeping, would make the hiring of these men 
impossible. 

As for raising the minimum wage to a figure above $1 per hour; 
wages paid in sawmill operations which are not exempt, and wages 
paid in smal] pulpwood operations, of course, are closely related. If 
a $1.25 minimum is placed in effect on nonexempt sawmill workers, 
and the nonexempt larger logging operations, we also can’t help but 
be affected immediately. That has always been the case. 

If our wage scale for less efficient workers is forced so high that it 
goes beyond their ability to produce, there will be no alternative ex- 
cept to let them go, and replace them with full-time, able-bodied men. 

The same general principle holds true for the farmer who works 
part time, and the others who, by the very nature of their work, are 
not the most productive workers. 

In summarizing this point, we have demonstrated that an increase 
in the minimum wage won’t help those that it would be designed to 
help, the less efficient worker, because he would likely be out of a job. 

It would hurt us as producers, because we’d be increasing our over- 
head expenses without any increase in production. We’re not big 
enough or strong enough financially to pay for something we don’t 
get. We'd have to quit. 

Perhaps the solution lies in raising the price of wood delivered to 
the consumer. But that is governed by market conditions, and every 
past general increase in the prices of wood has been accompanied by 
an increase in the price of tires, trucks, power saws, timber, gasoline, 
and taxes. Inflation has never put us in a position of having more of 
the better things of life for ourselves or our employees or coworkers. 

Gentlemen, I thank you for your time. I hope that I have made 
my position clear, and that you will not remove the 12-man exemption 
or increase the minimum wage. 

Mr. Lanprum. Thank you, sir. 

Mr. Paschal. 


STATEMENT OF PRICE PASCHAL, PRESIDENT, PASCHAL LUMBER 
CO., BRANDON, MISS. 


Mr. Pascua. I would like to read a few figures, Mr. Chairman. 
From 1955 to 1958 the State of Mississippi lost 460,252,000 board feet 
of lumber produced and 206 mills and loggers and 4,800 men lost their 
way of earning a living in Mississippi. 

These figures are from the State tax commission and the timber 
severance division. 

Another thing that we think of is inflation and unemployment. 
If this bill is passed we earnestly believe it will be a major factor to 
contribute to both of these. 

Forest products from foreign countries are now coming in. For 
example, 59 percent of all the hardwood plywood sold in the United 
States today is produced in foreign countries. 
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Tf we are faced with the same problem as steel, automobiles, textiles 
and other industries, where they cannot compete with the low cost of 
labor the worker loses his job or 25 hours of work or loss every every 
time a thousand feet of lumber are brought in from outside the South. 

That is our problem, Mr. Chairman. 

I would like to file my prepared statement in full for the record. 

Mr. Lanprum. Without objection, the statement may be made a part 
of the record at this point. 

Mr. Pascua. Thank you, sir. 

(The statement referred to follows :) 


SUPPLEMENTARY STATEMENT BY PRICE PASCHAL, FOREST PRODUCTS GROUP OF THE 
MISSISSIPPI MANUFACTURERS’ ASSOCIATION 


Mr. Chairman and members of the committee, my name is Price Paschal, I 
am president of Price Paschal Lumber Co., Brandon, Miss. 

I am here to also represent the forest products group of the Mississippi 
Manufacturers Association. 

Our group is here to protest the proposals to increase the minimum wage 
and remove the 12-man logging exemption. 

The elimination of the 12-man exemption would work a hardship on the 
small logging contractor, pulpwood contractor, and the men they employ. If it 
rains, the woods are too wet to profitably log and harvest pulpwood, so they 
lay off or only make a few hours some weeks. During the weeks they can log, 
they may work more than 40 hours. To keep the records necessary to comply 
with the rules of this law would be almost impossible. 

In 1955 there was produced in lumber, poles, piling, crossties and logs in 
Mississippi 1,348,809,000 board feet by 735 mills and loggers, and they em- 
ployed 25,700 men. The $1 an hour went into effect on March 1, 1956. Then 
in 1958 production had declined to 888,577,000 board feet produced by 549 mills 
and loggers, and they employed 20,900 men. From 1955 to 1958 there was a 
loss in production of 460,252,000 board feet and 206 mills and loggers and 4,800 
men lost their way of earning a living in Mississippi These figures are from the 
State tax commission, timber severance tax division. 

We have just completed modernizing our plant and we had to borrow $150,000 
to do it. After all of this, it still takes 25 man-hours to produce 1,000 feet of 
lumber. If the minimum wage is raised to $1.25, this raises our labor cost by 
at least $6.25 per thousand, and we do not have a way to pass this on to the 
consumer because we have to compete with many other new products and 
also goods from foreign countries. 

Mr. Chairman, our Nation is faced with two tremendous problems today: 
First, inflation, second, unemployment. If this bill is passed, we earnestly be 
lieve it will be a major factor in contributing to both of these. Forest products 
from foreign countries are now coming in. For example, 59 percent of all hard 
wood plywood sold in the United States is produced in foreign countries. We 
are faced with the same problems as the steel, automobile, textile and many other 
industries where they can’t compete with such a low cost of labor. The worker 
loses his job or 25 hours of work are lost every time 1,000 feet of lumber is 
brought in from outside the South. 


Mr. Lanprum. You say you lose 25 hours per thousand feet of lum- 
ber brought in to the South ? 

Mr. PascHau. Yes, sir. 

Mr. Lanprum. You are referring to foreign producers now? 

Mr. Pascua. Yes, sir. 

Mr. Lanprum. I would ask one question of any of you who could 
answer it, Mr. Stevens or the others. 

Just what is the magic of this number 12/ I ask that for this 
reason : 

A committee in the other body has toyed with the idea of reducing 
that 12-man exemption provision to an 8-man, I believe. 
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Then I have heard some more recent discussion that that was not a 
workable solution and that they might go back to the discussion of 
the 12. 

Now, what I would like to see in the recerd, if it is possible to give 
it tous, why 12% Why not 14? Why not 10? 

Mr. Srevens. Mr. Chairman, certainly I would not be the one to 
say that the number 12 is the magic number. I frankly don’t know 
how it was arrived at originally, but I do know that it is workable 
and it is very satisfactory and that our economy is adjusted on that 
basis and from the standpoint of a buyer I have the feeling or the 
assurance that as I buy this wood from these independent producers 
with the 12-man limitation, that most of the crews will fit into that 
category. 

I do not have the fear that as a dealer I am violating any parts of 
this particular law. 

Mr. Ingram is a producer and he probably can add something else 
to that. 

Mr. Lanprum. I was going to ask him, how many do you employ, 
Mr. Ingram ? 

Mr. [neram. It would vary. At times it would be 12; at other 
times it might be smaller. 

As Mr. Stevens stated, 12 is not the magic number. We could use 
14 or more at times, as far as that goes. 

It depends on the tract of timber you are on. In our operation we 
have the feeling crews which come ahead and bucking crews had come 
behind and the loaders. The crews will vary from 10 to 12 in this 
‘ype of operation. Twelve is not the magic number. 

Mr. Lanprum. What do you call the first crews ? 

Mr. Incram. They are the felling crew which throw the timber. 

Mr. Lanprum. How many do you usually have operating together? 

Mr. Ineram. Usually three in a felling crew. You usually have 
about four in a bucking crew. 

Then you have the trucks coming back to help load. 

Mr. Lanprum. The bucking crew cuts it up? 

Mr. Ineram. Yes, sir. 

Mr. Lanprum. Are there any questions, Mr. Roosevelt ? 

Mr. Roosevert. Thank you, Mr. Chairman. 

Mr. Stevens, on page 2 of your statement you have the figures here 
of the Mississippi forest lands. 

In the figure under the private acreage you have the “other,” 5,162,- 
00 coming up to 31 percent. 

What, roughly, would that type of ownership be? 

Mr. Stevens. You mean as to the type of people that make up that 
ownership ¢ 

Mr. Roosevert. I gather the farmland would be mostly small farm 
owners ¢ 

Mr. Srevens. That is right. The other group would be people— 
well, lawyers is an illustration, doctors, maybe the store man or the 
garage man that would own just small blocks of timber in his im- 
mediate area. 

_ Mr. Roosrveur, Are there any large companies in the wood-using 
industry, large companies that operate in Mississippi, who own land? 
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Mr. Stevens. Do they own land? 

Mr. Roosrverr. Yes, sir. 

Mr. Srevens. Yes, sir. If you look over on page 3, it shows that 
there are 12 owners that have over 50,000 acres. 

I am sure that some of the large companies would be classified in 
that 12, but as I pointed out, the volume of wood which is obtained 
comes from these smal] landowners—— 

Only 4 percent of our total wood last year came off what we call 
company land. Most of it came from the small farmer. 

Actually, in my opinion, the success of the development of the 
economy in Mississippi is for us to develop these small woodlot 
owners. We have got to get them growing and making their timber 
and bringing all their timberland into full production. 

If we can do that, we can build up an economy in Mississippi, and 
we are making progress in that regard. 

Mr. Roosrvetr. Mr. Sanders, I am interested in your statement 
on page 4 where you say that you feel that much of the unemployment 
in the lumber industry—I have forgotten which one of you gentlemen 
said about 4,000 lost their jobs, in the lumber industry as a result of 
the last increase in the minimum wage; is that correct ? 

Mr. Pascuau. That is what the Mississippi Employment Security 
Commission showed, that that was how much was lost in between 
those periods of 1955 and 1958. 

Mr. Roosrve.r. Now, do those people remain unemployed or is it 
your experience that they find other employment in the area in some 
manner ? 

Mr. Sanpvers. Most of them, the people that I know of, moved north 
and west seeking employment elsewhere. 

Mr. Lanprum. Is that some of the boys that the State senator was 
talking about the other day ¢ 

Mr. Sanpers. I would not doubt it. 

Mr. Chairman, I would like to make a statement in that regard, sit. 

In my town of Meridian, Miss., we have a population of approxi 
mately 50,000 people. If I should start, say I wanted to start a new 
shift at. my mill next Monday and just sent word to the State employ- 
ment office that I needed 50 men for crews starting next Monday, | 
bet you I could get 5 crews to start next Monday. 

Those are people who have formerly worked in the logging and 
in the sawmill business, too. 

Mr. Roosrvett. So there still is no shortage of available labor for 
you? 

Mr. Sanvers. No, sir; there is not. 

I would say in my particular locality that the sawmill labor today 
is the most plentiful that it has ever been. 

Mr. Roosrvetr. Mr. Sanders, do most of the producers such as your 
self ever actually have the logging operation not under contract, but 
direct employment by the company, itself ? 

Mr. Sanpers. Yes, sir; there are a few instances where that works 
This is strictly a figure I am pulling out of the air. I would say it 
would be less than 8 percent of them. 

Mr. Roosrvet. Is this mostly by the larger companies ? 

Mr. Sanpers. Larger companies; yes, sir. 
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In my company I produced through my mill last year 10144 million 
board feet of lumber. I did not have one logging crew working 
under my direct. supervision. 

Mr. Roosevetr. That is all, sir. 

Thank you very much, Mr. Chairman. 

Mr. Sanders and gentlemen, I enjoyed your presentations. 

Mr. Lanprum. Mr. Williams, of Mississippi, is not a member of the 
committee, but he is a very important and active member of our 
delegation. 

Do you desire to question, Mr. Williams ? 

Mr. Witi1Ams. Thank you, Mr. Chairman; I have no questions. 

I am just here as an observer to express my interest in these gentle- 
men’s appearance. 

Mr. Lanprum. We are glad to have you with us. 

Mr. Stevens. We appreciate very much the courtesy extended to us. 

Three of you gentlemen were in New Orleans some 2 or 3 years 
ago and it would be our desire to have you come back to hold your 
next hearing in that general area. We extend you a very cordial 
invitation to come south and be with us. 

Mr. Chairman, there is one thing I would like to show you. This 
isa picture of our wood yard in Richton, Miss. That is typical of 
the pulpwood operation. 

Mr. Lanprum. May we have this for the committee files, sir? 

Mr. Stevens. Yes, if you would like. 

One point that might interest some of you, the size of the timber. 
Do you see the size timber? That is our problem. 

Mr. Roosrvetr. I am much interested in this because on the west 
coast we have a problem due to the size of the timber. Our timber 
islarger stuff. 

Mr. Dent. Everything is larger. I do not think the pulpwood 
people ought to complain about Congress because all the paper that 
we use we are keeping you fellows in business. 

Mr. Lanprum. Next, we will have Mr. Matt Triggs and Donald F. 
Green, president of the New York Farm Bureau. 


STATEMENT OF DONALD F. GREEN, PRESIDENT, NEW YORK FARM 
BUREAU; ACCOMPANIED BY MATT TRIGGS, ASSISTANT LEGISLA- 
TIVE DIRECTOR, AMERICAN FARM BUREAU FEDERATION 


Mr. Green. Thank you, Mr. Chairman for this opportunity. My 
name is Donald Green. Iam an apple grower in the northeast corner 
of New York State on the shores of Lake Champlain. I am president 
of the New York Farm Bureau. Matt Triggs accompanies me here 
today. He is assistant legislative director of the American Farm 
Bureau Federation. In view of your expressed wishes this morning, 
the number of witnesses to be heard, we will read only portions of our 
statement. 

The opportunity of presenting the views of the American Farm 
Bureau Federation relating to amendment of the Fair Labor Stand- 
ards Act is sincerely appreciated. The American Farm Bureau Fed- 
eration is an organization of 1,600,000 farm families, of 2,700 county 
farm bureaus and of 49 State farm bureaus and the Puerto Rico Farm 
Bureau. This statement is based on policies adopted by the official 
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voting delegates of the State farm bureaus at our most recent annual 
meeting. 


INFLATIONARY ASPECTS OF FEDERAL WAGE REGULATION 


At our last annual meeting our voting delegates reiterated their 
conviction that “We believe inflation to be our most serious economic 
problem.” 

Although there has been some slackening in the inflationary tren 
price levels are continuing to advance as indicated by the fact that 
for 55 consecutive months, September 1955 to March 1960, the Con- 
sumer Price Index has advanced above the index of the same month 
in the preceding year. 

Our delegates also stated their view that increases in wage rates in 
excess of the national gain in productivity are a major contributing 
factor to the inflationary trend. 

Economists can and do argue extensively as to the causes of infla- 
tion and the relative significance of various factors, but we think all 
would agree that the current price level would be substantially lower 
if wage increases had been more in line with productivity gains, 

These factors, wage levels, productivity and price levels, and the 
trends of recent years are summarized below: 

(The table referred to follows :) 

















Average hourly} Index of worker prod- 
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1 Economic indicators. 

2 Bulletin 1249, Bureau of Labor Statistics, 
3’ Bureau of Labor Statistics, 

4 Not available. 


Mr. Green. In the second column we have shown the trend in the 
average hourly earnings in manufacturing industries. In the next 
two columns the trend in worker productivity as computed by the 
Bureau of Labor Statistics and the Census Bureau. In the 
column trends in consumer prices. Thus between 1947 and 19 
and 1958 wages increased 65 percent although worker productivity I 
creased only 26 to 30 percent. | 

It is, we submit, obvious that under such circumstances pric 
must rise as they have. Any increase in minimum wages tends t 


increase wages proportionally all up the line. Workers seek f 
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bilities. Further, it is important to society that such differentials 
be maintained to provide incentives for workers to improve their 
capabilities. 

It is our view that any governmental stimulus toward increasing 
the general wage level would, in view of the already existing infla- 
tionary impact of rising wages, provide a further stimulus to an in- 
fationary price trend. 

It is an unfortunate fact that many people have lost confidence in 
the capacity of the Federal Government to prevent further deterio- 
ration in the value of the dollar. 

It is a dangerous fact that many Americans are not as confident 
as they once were that investment in Government bonds is prudent. 

It is important to the economic health and strength of our economy 
that effective action be taken to restore confidence in a stable dollar. 

This objective will not be accomplished by increasing the minimum 
wage level. Such impetus to the wage-price inflationary spiral, in our 
opinion, would constitute a dangerous action under prevailing cir- 
cumstances. 

We are for high real wages based on productive capability. Farm 
incomes are vitally affected by the real earning power of workers. 
There is no conflict between any segment of society in this connection. 
But an inflationary wage-price spiral does not enhance real earning 
power. On the contrary it reduces the real buying power of the sub- 
stantial segment of our population with fixed incomes. 

It is ironic fact that retired workers would be the segment of our 
eonomy most adversely affected by the inflationary consequences of 
stimulus to the wage-price spiral. There is no group in our society 
less able to protect itself against the impact of inflation. 

For these reasons, it is our conviction that an increase in the mini- 
mum wage would be contrary to the interest of workers and the 
public generally. 

In the next section of our statement we have summarized in general 
terms why we believe the expansion of Government action to deter- 
mine wage levels by statute is undesirable. If you will turn to page 
3we set forth in this next section the impact on the workers of pro- 
posed expansion in application of Federal wage regulation. 

Although this is an important aspect of the issue the committee 
has heard many times this same thing so we will not read it. 

Mr. Lanprum. Incidentally we well receive the entire statement for 
the record. 

Mr. Green. That is right, you will have the entire statement for 
the record. In the next section, on page 4 of our report which I will 
hot read, we set forth our concern that the gradual expansion of the 
definition of commerce is weakening our concept of a Federal system 
of Government. 

In the next section 

Mr. Roosrvett. Could I comment on that for 1 second. The point 
of changing these definitions of commerce were to try to get the same 
definition that is used in other Federal statutes and try to codify them 
tomake them more or less uniform. The one that is used is taken 
from the Taft-Hartley law and that was the main purpose behind it, 
hot an effort to spread it but to make it uniform. 
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I understand the reasons why this may not be practical but I wanted] VW 
you to know it was not an intent to spread the definition but rather to | sinc 
use the one which had been brought into the Federal law by other } put 
agencies that are operating under a definition of commerce. T 

Mr. Green. Yes, sir. In this next section we endeavor to sum-] and 
marize the impact of minimum wage legislation on rural acreas. H.R. | elim 
4488 would eliminate or narrow many of the present exemptions of } visi 
the Fair Labor Standards Act. The elimination or narrowing of} Si 
such exemptions and any increase in the minimum wage have a greater | fied 
impact in rural areas than in urban areas. T 

Despite the gain in our total population, fewer people are needed } that 
in agriculture each year to produce national and export requirements | rial. 
for food and fiber products. This has resulted in an oversupply of } sati 
manpower in many rural areas. C 

This oversupply of labor has caused prevailing wage rates in rural | emp 
areas to be lower than in most urban areas. The real differential is} F 
not as great as is indicated by statistical comparisons because the } wee! 
lower scale of wages is partially offset by the fact that the cost of liv- } serv 
ing is also considerably lower, and other factors. It should also b | 5 
noted that despite a general oversupply of labor in many rural areas} wee 
during much of the year, that there may be an acute farm labor short and 
age during peak harvest seasons in the same or nearby areas. T 

Therefore, any expanded coverage of Federal wage and hour regu- | farr 
lation, as well as any increase in the minimum wage, necessitates rela- J shat 
tively more and large wage adjustments in areas that are pref Stat 
dominately nonindustrial rural areas than in industrial urban areas | = T 

The effect of minimum wage legislation on rural areas is to nar} In 
row the incentives for the development of industry in rural areas. Al} farn 
though dispersal of industry is desirable for national defense, as well | foo 
as social purposes, minimum-wage legislation promotes centraliza- | colu 
tion and discourages dispersal. The enactment of H.R. 4488 would} 
have adverse effect upon the economic development of many rural | pen 
areas. such 

In addition to the adverse effect of wage regulation on the develop- | mere 
ment of rural areas, the proposed elimination of many of the present | ‘ons 


exemptions would havea depressing effect on net farm incomes. Li 
The most significant major factor affecting net farm incomes is the | % 4 
rapid increase in farm costs. thei 


A table demonstrates how gross family incomes have remained | of t 
practically stable with a slight upward trend and how production costs | high 
have increased sharply from $17 billion to $26 billion. This is the} Put! 
family cost-price squeeze which has resulted in a decline in net farm] W 
income as is indicated. proc 

Government action to increase wage rates paid service, retail, and | ’rm 
other businesses serving farmers, can only result in further increases mp 
in farm production costs and further reduction in farm net incomes 


Wage increases do not come out of the air. Every wage increase isa } the 1 
cost increase to somebody. Farmers are in the unfortunate position | Worl 
that they are “at the end of the line” and wage increases tend to be | mini 
pone on to them with minimum opportunity to pass them on to any- this 

ody else. Al 
food 
mini 
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We will not read our section on minimum wages and farm workers 
since we understand that the committee is giving this consideration 
but we would like to include this in the record. 

Turning to the bottom of page 8 where we consider the seasonal 
and first processing exemptions, section 6(b) of H.R. 4488 would 
eliminate the exemption of seasonal operations from overtime pro- 
visions of the act. 

Section 6(c) of H.R. 4488 would eliminate the exemption of speci- 
fied processing operations from overtime provisions of the act. 

These sections were included in the act in recognition of the fact 
that the volume of product handled in such operations may vary mate- 
rially from week to week, and that if the product is to be handled 
satisfactorily, the hours of employment should be flexible. 

Concerns engaged in such operation would, if the overtime ex- 
emptions were eliminated, be forced to one of two courses. 

First, they would, in many instances, decide to operate on a 40-hour 
week basis, thus reducing the earnings of workers and curtailing 
service to farmers. 

Second, they would, in other instances, work more than 40 hours a 
week with consequent increase in the cost of processing, handling, 
and marketing the products involved. 

This increased cost of marketing is a factor of vital concern to 
farmers. One of the major trends of recent years is the declining 
share of the consumer’s food dollar received by farmers, or otherwise 
stated, the increased cost of marketing his products. 

The trend of these facts is illustrated in the following table: 

In the second column is set forth the total civilian expenditure for 
farm foods. In the third column the labor costs of marketing such 
food. In the fourth column the total marketing costs and in the final 
column residual return to the farmer. 

Thus between the base period of 1947-49 and 1959 consumer ex- 
penditures for food increased 43 percent; the labor cost of marketing 
such food increased 72 percent; the total cost of marketing such food 
increased 71 percent; and the farmer’s gross return remained about 
constant (his net return declined). 

Labor costs for processing and distributing farm products are just 
as directly a cost to farmers as though farmers paid the bill out of 
their own pockets. (In the long run it is appreciated that a portion 
of these costs may be passed along to consumers, to the extent the 
higher costs cause farmers to reduce production and the reduced out- 
put leads to higher prices. ) 

We are in accord with the principle that workers in agricultural 
processing and handling industries should be paid good wages as de- 
termined by competitive factors and bargaining between employer and 
mptoyers, 

ut when Government steps into the picture to raise such costs above 
the market level, it is in effect transferring income from farmers to 
workers by legislative action. To the extent that an increase in the 
minimum wage would raise the cost of production or of distribution, 
this relationship would be further distorted. 

Any elimination of the above referred to exemptions would increase 
food marketing costs and reduce farm incomes. Any extension of 
minimum wages to service and food retailing establishments and any 
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increase in the level of minimum wages would also operate to increase 
food marketing costs and reduce net farm incomes. 

We will not read the next two sections of our statement which set 
forth the reasons we believe it necessary for the Congress to provide a 
statutory definition of area of production in the agricultural exemp.- 
tion. 

Mr. Lanprum. While you are on that section of area production, has 
it been the observation of you people who follow the farm problems 
closely that the wage-hour section of the Department of Labor has 
extended this beyond what Congress originally intended by their ex. 
panding of the area of production. 

Do you think the interpretation and administration of the act has 
gone beyond what Congress originally intended ? 

Mr. Green. I would have to defer that question to Mr. Trig 

Mr. Tricas. I shall be glad to express my view. I think this is tbe 
general tendency of the Labor Department as a whole to extend every 
authorization they have to the full limit of any conceivable intention 
of Congress and beyond. This is certainly indicated by the fact, as 
we stated in our statement, that a fruit-packing shed in the center of 
the Sacramento Valley, one of the important fruit-producing areas of 
this country, is probably not in the area of production as defined by 
the Department of Labor. A cotton warehouse in the Mississippi 
Delta or a creamery in the center of the Wisconsin dairy area is likely 
to be considered not in the area or production of cotton and not in the 
area of production of milk because of some wholly arbitrary ideas that 
the Department of Labor has incorporated into their endeavor to 
decide what is in the area of production. 

I appreciate that the Congress turned their full responsibility in this 
ease for such definition over to the Department. 

Mr. Lanprum. You think the committee would be wise in studying 
the particular term “area of production” and probably give a straight 
legislative definition for it? 

Mr. Trices. We would certainly hope that the committee would se 
fit to doso. I might comment that Congressman Smith of Mississippi 
has a bill which has been referred to this committee that at least 182 
point of departure for this purpose. 

Mr. Lanprum. I don’t know the experience of the other members 0 
the committee in this field but my own experience as a Member of 
Congress, and in it as chairman of this committee, has been that the 
problem of area production and the need for the clarification of the 
agricultural exemption which you cover in your next section, Mt 
Green, are two of the real problems that we have. I have been par 
ticularly concerned about the holding in the Mitchell v. Budd cas 
where obviously the court has gone far beyond what the Congress orig 
inally intended there. Excuse me for interrupting. 

Mr. Green. Thank you, Mr. Chairman. 

Then we would turn to our summary at the bottom of page 12. For 
the reasons that we have stated, the enactment of H.R. 4488, or of all] 
bill to raise minimum wages and extend coverage— 

(1) would reduce farm incomes; 
(2) would give further impetus to inflationary trends and 
increase the cost of living; 
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(3) would increase the number of persons whose services would 
be worth less than employers would gain by employing them, and 
would therefore be priced out of the market for their services ; 

(4) would benefit some persons temporarily, but would offset 
this by inflationary consequences ; and 

(5) for these and other reasons, would not be in the general 
interest. 

I want to thank the committee for this opportunity to present this 
testimony. 
(The statement referred to follows :) 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION PRESENTED BY DONALD F, 
GREEN, PRESIDENT, NEW YoRK FARM BUREAU 


The opportunity of presenting the views of the American Farm Bureau Fed- 
eration relating to amendment of the Fair Labor Standards Act is sincerely 
appreciated. The American Farm Bureau Federation is an organization of 
1,600,000 farm families, of 2,700 county farm bureaus, and of 49 State farm 
bureaus and the Puerto Rico Farm Bureau. This statement is based on policies 
adopted by the official voting delegates of the State farm bureaus at our most 
recent annual meeting. 


INFLATIONARY ASPECTS OF FEDERAL WAGE REGULATION 


At our last annual meeting our voting delegates reiterated their conviction 
that “We believe inflation to be our most serious economic problem.” 

Although there has been some slackening in the inflationary trend, price levels 
are continuing to advance as indicated by the fact that for 55 consecutive months, 
September 1955 to March 1960, the Consumer Price Index has advanced above 
the index of the same month in the preceding year. 

Our delegates also stated their view that increases in wage rates in excess of 
the national gain in productivity are a major contributing factor to the infla- 
tionary trend. 

Thus, between 1947-49 and 1958, wages increased 65 percent, although worker 
productivity increased only 26-30 percent. It is, we submit, obvious that under 
such circumstances prices must rise, as they have. 

Any increase in minimum wages tends to increase wages proportionately all 
uw) the line. Workers seek to maintain the same wage relationships between 
(lasses of skills as in the past. Employers, too, are interested in maintaining 
appropriate wage differentials between employees with different skills and capa- 
bilities. Further, it is important to society that such differentials be maintained 
to provide incentives for workers to improve their capabilities. 

It is our view that any governmental stimulus toward increasing the general 
wage level would, in view of the already existing inflationary impact of rising 
wages, provide a further stimulus to an inflationary price trend. 

It is an unfortunate fact that many people have lost confidence in the capacity 
¢ ie Federal Government to prevent further deterioration in the value of the 

ollar, 

It is a dangerous fact that many Americans are not as confident as they once 
were that investment in Government bonds is prudent. 

It is important to the economic health and strength of our economy that effec- 
tive action be taken to restore confidence in a stable dollar. 

This objective will not be accomplished by increasing the minimum wage leyel. 
Such impetus to the wage-price inflationary spiral, in our opinion, would con- 
stitute a dangerous action under prevailing circumstances. 

We are for high real wages based on productive capability. Farm incomes 
are vitally affected by the real earning power of workers. There is no conflict 
between any segment of society in this connection. But an inflationary wage- 
price spiral does not enhance real earning power. On the contrary, it reduces 
oe real buying power of the substantial segment of our population with fixed 

comes, 

It is an ironic fact that retired workers would be the segment of our economy 
most adversely affected by the inflationary consequences of stimulus to the wage- 
price spiral. There is no group in our society less able to protect itself against 
the impact of inflation. 
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For these reasons, it is our conviction 


that an increase in the minimum wage 


would be contrary to the interest of workers and the public generally. 


THE PRINCIPLE OF WAGE FIXING BY GOVERNMENT 


It is our belief that the national welfare and the welfare of all the people wil] 
be best served by a minimum wage program of limited scope and applicability, 
thus permitting demand-supply situations and bargaining between the parties 
to be the dominant factors affecting the determination of wages. 

A reasonable degree of flexibility in the wage level is necessary to encourage 


necessary adjustments. An increase in 


the wage level indicates a shortage of 


available workers, which attracts new workers to the industry or to the area, 
On the other hand, if the wage level in an area is low, this is a sign of a surplus 
of labor, which tends to increase investment and employment in the area. If, 
by Government action, we discourage this adjustment, we prevent or delay 


desirable adjustment. 


We do not believe that Government regulation of wages (or prices) will ever 


function as effectively and efficiently as 


the market mechanism. The genius of 


the American economic revolution that is going on all around us is based upon 
individual initiative, freedom, and opportunity for individuals, in a society in 
which we foster competition, in a market economy where supply and demand 
and price are the major determinants of economic action. This is the ideal 
mechanism to harness individual ambition and incentive to the common good, 
By such means we insure maximum productivity, which must inevitably be the 
basis for maximum real earning power of the individual worker. 

To the extent that wage-fixing legislation interferes with production, to the 


extent that it discourages individuals 


from undertaking an enterprise they 


might otherwise undertake, to the extent that the legislation diverts human 
resources from productive effort into the sterile function of recordkeeping; to 
the extent that the attention of management is diverted from productive planning 
and supervision to the task of determining the application of and compliance 
with wage and hour provision of law—to this extent minimum wage legislation 


reduces, rather than increases, the real 


IMPACT ON WORKERS OF PROPOSED EXPAN 


earning capacity of workers. 


SION IN APPLICATION OF FEDERAL WAGE 


REGULATION 


Any consideration of the extension of minimum wages to employment not now 


covered necessitates consideration to the 


character of the labor force involved. 


Much of our labor force, particularly in those industries that have heretofore 


been exempt from regulation, is of quite 
industrial or commercial establishments. 


a different character than that in large 


It includes millions of young people, high school students outside school hours 
or during vacations, or recently graduated. 
It includes millions of elderly persons, often retired, but not necessarily with 


adequate retirement benefits. 


It includes millions of housewives, who may wish to supplement family it 
come with part- or full-time employment. 

It includes large numbers of people with physical or mental handicaps. 

We do not necessarily do these people a favor by minimum wage regulation 

Their need is for employment. An insuperable obstacle is placed in the way 
of their obtaining and keeping employment if we price their services out of th 


market. 


One of the side effects of wage fixing by Government is to create a class i 
unemployables. They are not unemployables at any wage—they are unemplo 


ables at the fixed wage. 


This curtailment of opportunity can arise either as a result of increasing mili 
mum wages or as an extension of coverage to areas not now covered. 

Irrespective of the arguments for minimum wages in our large industrial ani 
commercial establishments, it is in the public interest that substantial room 
left in our society for employment of those who are irregularly in the labo 
force, or for those who have handicaps of age or experience or capacity. 

There should be place left in our economy for those who wish to and ca 


earn something, but whose services for 


reasons often beyond their control may 


be worth less than the services of others, but who nevertheless may still seé 
and find employment. 

Most of those concerned with juveline delinquency have deplored the narro¥ 
Work experience is one of the most it 


ing of job opportunities for teenagers. 
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portant features of adjustment to life. An increase in minimum wages, or any 
substantial extension of coverage will significantly reduce job opportunities 
for young people. 

DEFINITION OF “COMMERCE” 


Secton 3(s) of H.R. 4488 proposes to define “activity affecting commerce” in 
such a manner as to include virtually all economie activity. The revised defi- 
nition of the term “produced” in section 3(a) would accomplish approximately 
the same purpose. 

The full implications of this are not apparent. However, we do object in 
principle to the further broadening of the term because of the general precedent 
involved in thus classifying virtually all economic activity as ‘‘commerce” sub- 
ject to Federal regulation. Our Constitution established a Federal Republic. 
One of the major devices whereby the Federal system has been weakened is a 
continually broader interpretation of the term “commerce.” We support the 
principle that “The maintenance of strong, independent, and responsible State 
and local government is imperative to the preservation of self-government and 
individual freedom,” and favor the concept of “reserved powers” so wisely in- 
corporated in our Constitution. We believe that we have moved too far in 
the direction of concentrating power, authority, and responsibility in the Fed- 
eral Government, and that further broadening of the Federal authority under 
the commerce and public welfare clauses of the Constitution should be avoided. 


IMPACT ON RURAL AREAS 


H.R. 4488 would eliminate or narrow many of the present exemptions of the 
Fair Labor Standards Act. 

The elimination or narrowing of such exemptions and any increase in the 
ninimum wage have a greater impact in rural areas than in urban areas. 

Despite the gain in our total population, fewer people are needed in agricul- 
ture each year to produce national and export requirements for food and fiber 
products. This has resulted in an oversupply of manpower in many rural 
areas, 

This oversupply of labor has caused prevailing wage rates in rural areas to be 
lower than in most urban areas. (The real differential is not as great as is 
indicated by statistical comparisons because the lower scale of wages is par- 
tially offset by the fact that the cost of living is also considerably lower, and 
other factors. It should also be noted that despite a general oversupply of labor 
inmany rural areas during much of the year, that there may be an acute farm 
labor shortage during peak harvest seasons in the same or nearby areas.) 

Therefore, any expanded coverage of Federal wage and hour regulation, as 
Well as any increase in the minimum wage, necessitates relatively more and 
larger wage adjustments in areas that are predominantly nonindustrial rural 
areas than in industrial urban areas. 

The effect of minimum wage legislation on rural areas is to narrow the in- 
centives for the development of industry in rural areas. Although dispersal of 
industry is desirable for national defense as well as social purposes, minimum 
wage legislation promotes centralization and discourages dispersal. The enact- 
ment of H.R. 4488 would have adverse effect upon the economic development of 
many rural areas. 

In addition to the adverse effect of wage regulation on the development of 
tural areas, the proposed elimination of many of the present exemptions would 
have a depressing effect on net farm incomes, 

The most significant major factor affecting net farm incomes is the rapid in- 
crease in farm costs. This is indicated in the following table: 


[Billions of dollars] 





Gross farm | Prodnetion| Net realize 1 Gross farm | Production) Net realized 
income ! costs ! farm income! income ! costs ! farm 
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‘Table 21, agricultural outlook charts, 1960, USDA. 
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Government action to increase wage rates paid service, retail, and other bugj. 
nesses serving farmers, can only result in further increases in farm production 
costs and further reduction in farm net incomes. 

Wage increases do not come out of the air. Every wage increase is a cost 
increase to somebody. Farmers are in the unfortunate position that they are 
at the end of the line and wage increases tend to be passed on to them with mini- 
mum opportunity to pass them on to anybody else. 


MINIMUM WAGES AND FARMWORKERS 


We understand that the exemption from minimum wages of agricultural 
workers is not to be considered by this committee at this time. 

However, since some of the bills introduced would modify the farmworker 
exemption, we feel we need to record our views with respect to such proposals 

The first point we would like to make is that farm wages are affected in sub 
stantial degree by the general trend in wage levels, and tend to be correlated 
with such general trends, even though not regulated. 

The current trends in farm wage rates is indicated in the following table: 














Farm opera- Farm opere 

Index of farm| tors net in- Index of farm! tors net in- 

wage rates come from wage rates come from 

(1910-14=100)| farming, per (1910-14=100)| farming, per 

farm farm 

| RE ES 424 he Seer eeres 517 $2, 50) 
aS Mea. See 445 3, 065 Rie. CSF tet 508 2,4 
PES ee eee 430 2! ee 519 2,313 
1947-49 (average) - - --- 433  & oy ., Eee , 542 2, 38 
SR Eve eae 432 RD El DIT etek scseanttces 560 2, 46 
SE Diary = onan demand 481 2, 951 Ee 582 2,8 
Ee Sa ei oh Recon 508 it Ms cas enpaspcyuspaes 614 2,0 























The data in the first column of figures is from the USDA publication “Fam 
Labor Situation.” ‘The data in the second column is from the USDA publicatia 
“Farm Income Situation.” 

If we use the standard base period 1947-49, to avoid any criticism that a bas 
period has been selected to prove a case, we note that since 1947-49 farm wage 
rates have increased 42 percent during a period in which farm operators’ n¢ 
income has declined 5 percent. 

During this period farm wages have increased nearly twice as fast as the 
cost of living. (The Consumer Price Index for 1959 was 124.6.) 

In January 1960, the farm wage rate index was 632; in April 1960, 649, the 
highest of record. There is every reason to believe farm wages will continue 
increase during the next few years without any stimulus by Government action 

Farm wages may not be increasing as fast as some people think they should; 
but they are increasing rapidly and during a period in which farm incomes have 
declined ; they are the most rapidly increasing cost element contributing to the 
farm cost-price squeeze. 

Since 1947, gross farm income has remained approximately constant, arouni 
$35 billion, with a slight upward trend. In 1959, gross farm income was $¥ 
billion. But farm costs during this period have increased from $17 to $26 billion 
dollars. 

Any increase in farm wages by legislative action would operate to transfer it 
come from farmers, a group whose income has been declining, to farmworker, 
a group whose income has been increasing. 

The actual impact of the enactment of minimum wage legislation on farmeft 
would of course, vary, depending upon many factors. There have, however, be@ 
many misconceptions on this that we would like to deal with. 

Minimum wage regulation is not practical in agriculture because of the prevt 
lence of prerequisites —Most farmers provide housing to their workers withott 
charge. Other common prerequisites include meals, water, electricity, fuel, milk 
vegetables, garbage removal, transportation. All of these things have value and 
are a part of the true wage, even though not reflected in farm wage statistié 

Under the definition of “wage” in section 3(m) of the Fair Labor S 
Act, the “reasonable cost” of such prerequisites, “as determined by the Secretaly 
of Labor” would be included as part of the wage paid. Since such costs valy 
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from farm to farm, and between individual workers on a farm, and since costs 
are exceedingly difficult to determine, this would impose an impossible fact find- 
ing and administrative burden upon the Secretary of Labor. We presume that, 
fnding this impossible to administer, the Secretary of Labor would resort to 
dassification procedures, using average values, qualities and quantities. This 
procedure would, of course, be arbitrary and inequitable as between both farmer 
and worker. In brief this provision cannot possibly be administered practically 
and fairly. Yet unless credit is provided for prerequisites, farmers would be re- 
quired to pay higher minimum wages than any other employer (and for a lower 
caliber of workers). 

Minimum wage regulation is not practical in agriculture because of the com- 
mon use of piecework rates.—Most seasonal farm work is compensated on a 
piecework basis. Due to the variation in the caliber of the farm labor force 
and the difficulty of supervision, this is in many situations, the only fair and 
practical means of compensating employees, and is preferred by both employees 
and employers. 

The application of a minimum hourly guarantee on top of a piecework wage 
pattern, provides a premium for the less capable and less ambitious workers, 
and extends an invitation to “take it easy” because they will earn the minimum 
anyhow. 

It is true that minimum hourly wage regulations have been applied to in- 
dustrial operations with a piecework wage pattern. But the conditions in- 
volved are entirely different. 

Industrial workers have been screened, are generally of similar capacity, most 
of them are interested in permanent employment and therefore subject to dis- 
dpline. They are engaged in operations in which it is feasible to establish work 
norms and where supervision is reasonably close and adequate. 

Farmworkers, on the other hand, include virtually anybody the farmer can 
find at harvest, of widely varying capacity and ambition. They have no expecta- 
tion of permanent employment and are therefore not subject to discipline. They 
are engaged in operations with a varying work norm. Supervision is difficult 
and often impossible to provide under such circumstances. By the time a farmer 
discovers the less capable and ambitious, those who would rather loaf and collect 
the minimum hourly guarantee, his harvest season is well advanced and he has 
already incurred heavy hourly payments for a minimum of productive work. 

Minimum wage rates are impractical in agriculture because of the wide var- 
iation in the caliber of the farm labor force—Farmworkers are a heterogeneous 
nixture, from competent, ambitious, energetic workers, to near-unemployables. 

When a farmer’s labor requirements increase from nothing to dozens over- 
hight, he must employ what are available. 

This is basically the residue of the work force, those who have not been able 
to find employment elsewhere. It is often of extremely low caliber, often with 
physical, mental, psychiartic handicaps. 

To apply a minimum hourly wage guarantee to many such workers is to ask 
for the farmer to pay them more than they are worth. 

He may do so temporarily because he has to, but the eventual, if not imme- 
diate result is that he won’t hire them. 

Thus that portion of the farm labor force that is worth something but not 
much—that is employable at some wage but not at any fixed hourly wage—will 
lose the limited opportunity they now have. 

It is said by some that if farmers paid more they would get better workers. 
Even if we were to assume that farmers could pay more, this would not result 
ina better or larger supply of seasonal workers. The reason is twofold. The 
work is temporary—and it is migratory. 

People with capacity and ambition are interested in permanency of employ- 
ment and residence, and properly so. They are simply not available for tem- 
porary, seasonal farmwork. 

Regulation of maximum hours in agriculture is impractical.—A requirement 
that overtime be paid after 40 hours would be impractical in agriculture be- 
cause : 

1, Weather and maturity conditions require major variations in hours worked 

week to week. 

2. In piecework operations, it would be necessary to separate and count sep- 
arately those units to be paid for at the regular rate and those to be paid for at 

overtime rate. 

8. Since all members of a harvest crew do not start work at the same time each 

y or quit at the same time each day, it would be necessary to maintain a sep- 
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arate time record for each worker, and the time at which overtime rates start 
would have to be separately determined for each worker. This is particularly 
true when family groups are employed. 

To put it briefly—a farm cannot be operated on a timeclock, 8-hour day, 40 
hour week basis. 

It is recognized that the Secretary of Labor could be given an authority (and 
some bills do) to alleviate the situation by providing exceptions, limitations, 
ete. This, in our opinion, is far too much authority over farmers to be lodged 
in any one man, nor is it an authority that any Department could efficiently 
exercise in a rapidly moving and daily changing farm picture. 


SEASONAL AND FIRST PROCESSING EXEMPTIONS 


Section 6(b) of H.R. 4488 would eliminate the exemption of seasonal opera- 
tions from overtime provisions of the act. 

Section 6(c) of H.R. 4488 would eliminate the exemption of specified process 
ing operations from overtime provisions of the act. 

These sections were included in the act in recognition of the fact that the 
volume of product handled in such operations may vary materially from week 
to week, and that if the product is to be handled satisfactorily, the hours of 
employment should be flexible. 

Concerns engaged in such operation would, if the overtime exemptions were 
eliminated, be forced to one of two courses. 

First, they would, in many instances, decide to operate on a 40-hour week 
basis, thus reducing the earnings of workers and curtailing service to farmers, 

Second, they would, in other instances, work more than 40 hours a week with 
consequent increase in the cost of processing, handling and marketing the prod- 
ucts involved. 

This increased cost of marketing is a factor of vital concern to farmers, One 
of the major trends of recent years is the declining share of the consumer's 
food dollar received by farmers, or otherwise stated, the increased cost of mar 
keting his products. 

The trend of these factors is illustrated in the following table: 
































| 
Civilian Labor Total 
expenditure | marketing marketing | Farm value 
for farm foods costs costs 
i RR ES ae SE eae 40.8 10. 6 | 22. 5 183 
Sahn s cednttecn ba tevebubinesgntceneccsesoee 41.5 11.9 23.9 17.6 
Ede dbe bien nRht che ds ib eenbidoadocsediteons 46.4 12.7 26.4 20.0 
48.2 13.5 28.3 19.9 
48.3 14.3 29.3 19.0 
48.8 15.0 30. 4 184 
50.5 15.5 32. 2 183 
52.7 16.3 34.0 187 
55.1 17.0 35. 6 19.5 
57.7 17.5 36.9 0.8 
58. 2 218.2 38. 4 19.8 
1 Average. 
2 Estimate. 


Note.—The above data is from tables 7 and 9, Agricultural Outlook Charts, 1960, USDA. The break 
down of the total marketing bill for 1959 has not, as yet been released by USDA. The figure for 1959 labor 
costs is therefore computed by applying the same percentage ration between total marketing costs and laber 
marketing costs as in 1958. 


Thus between the base period 1947-49 and 1959 consumer expenditures for 
food increased 43 percent; the labor cost of marketing such food increased 72 
percent; the total cost of marketing such food increased 71 percent; and the 
farmer’s gross return remained about constant (his net return declined). 

Labor costs for processing and distributing farm products are just as directly 
a cost to farmers as though farmers paid the bill out of their own pockets. (I 
the long run it is appreciated that a portion of these costs may be passed along 
to consumers, to the extent the higher costs cause farmers to reduce producti 
and the reduced output leads to higher prices. ) 

We are in accord with the principle that workers in agricultural processing 
and handling industries should be paid good wages as determined by competitive 
factors and bargaining between employer and employees. 
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But when Government steps into the picture to raise such costs above the 
parket level, it is in effect transferring income from farmers to workers by leg- 
islative action. To the extent that an increase in the minimum wage would 
mise the cost of production or of distribution, this relationship would be further 
istorted. 
= elimination of the above referred to exemptions would increase food 
narketing costs and reduce farm incomes. Any extension of minimum wages to 
grvice and food retailing establishments and any increase in the level of mini- 
mum wages would also operate to increase food marketing costs and reduce net 
farm incomes. 


NEED FOR STATUTORY DEFINITION OF THE TERM “AREA OF PRODUCTION” 


The Fair Labor Standards Act provides that concerns engaged in the prepara- 
tion of agricultural products for market within the “area of production” of such 
wmmodities, should be exempted from the overtime and minimum wage provi- 
sions of the act. 

There were various reasons for this. Farm products are usually seasonal in 
nature and require overtime work on an irregular basis in their handling. If 
sme plants had to pay overtime and others did not, a cost differential would be 
created. One of the reasons for limiting hours was to make more jobs, but this 
isnot applicable to farm product handling operations, since during farm market- 
ing seasons in rural areas there are rarely very Many unemployed workers. And 
finally, it was a recognition by Congress that farmers pay the bills for handling 
operations, and Congress did not intend to establish an additional cost for 
farmers. 

Because of the difficulty of defining the area in which this exemption should 
apply, the Congress left the interpretation of such area to the Department of 
Labor. 

The Department of Labor’s early efforts to define “area of production” were 
invalidated by the courts. However, the most recent interpretation of the De- 
partment was validated by the Supreme Court in Mitchell v. Budd (76 8. Ct. 
527). 

Under this currently applicable interpretation, if a plant receives more than 
5 percent of specified products such as milk or cotton from a distance of more 
than 20 miles from the plant, or if a grain elevator receives more than 5 percent 
of its grain from farms more than 50 miles from the elevator, or if a fruit and 
vegetable processor receives more than 5 percent of its fruit and vegetables 
from a distance of more than 15 miles from the plant, the ruling is that such 
establishments are not in the “area of production”. Even where a plant receives 
% percent or more of the product it handles from within such limited radius, it 
is not considered to be in the area of production if it happens to be located 
within 1 mile of a village having a population of 2,500 or more, or within 3 miles 
ofa city having a population of 50,000 or more, or within 5 miles of a city having 
apopulation of 500,000 or more. 

Thus, under the current interpretation, a fruit packing shed in the center of 
the Sacramento Valley, a cotton warehouse in the Mississippi Delta, or a cream- 
try in the center of the Wisconsin dairy area, is likely to be eliminated from 
the exemption by the application of the arbitrary concepts adopted by the De- 
partment of Labor in defining the term “area of production.” 

The purpose of the exemption has, it is submitted, been defeated by this 
interpretation, The population of a city or town has no reasonable relationship 
to whether or not the plant is located within an “area of production.” The 
larrow radius within which a plant must obtain its supplies under the ruling in 
order to be covered by the exemption is unrealistic in terms of modern day truck 
transportation. 

It is therefore recommended that the Fair Labor Standards Act be amended 
to add a statutory definition of the term “area of production” as provided in 
HR. 438 by Congressman Smith of Mississippi. 


NEED FOR CLARIFICATION OF THE AGRICULTURAL EXEMPTION 


The exemption from wage and hour legislation provided farmers in the Fair 
Labor Standards Act is all inclusive. Section 138(a) (6) of the act provides that 
‘any employee employed in agriculture shall not be subject to the minimum wage 
= overtime provisions of sections 6 and 7 of the act.” “Agriculture” is defined 
48 follows: 
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“Farming in all its branches and among other things includes * * * practic 
* * * performed by a farmer or on a farm as an incident to or in connection 
with such farming operations, including preparation for market, delivery t 
storage or to market or to carriers for transportation to market.” 

Thus, a livestock producer who slaughters his own cattle and only his cattle 
or an orchardist who packs his own apples and only his own apples, or a farmer 
who cures ham he has raised himself, or a poultryman who candles eggs he has 
produced, are not subject to the overtime and minimum wage provisions of 
sections 6 and 7. 

It would seem that the statute is clear and explicit. It would appear that it 
is susceptible of only one interpretation, that is, when a farmer prepares for 
market a commodity he has raised, and does not prepare for market commoditig 
produced by somebody else, his operations are completely exempted. 

However, in Mitchell vy. Budd (76 8S. Ct. 527), the Supreme Court, reversing 
a decision of the Court of Appeals, ruled that a farmer who “bulks” his ow 
tobacco and only his own tobacco is subject to the minimum wage and hou 
provisions of the act. (Bulking of tobacco is an operation involving the piling 
and repiling of the product to promote proper curing and conditioning.) 

In reaching their decision the Supreme Court relied on two arguments. 

One of these arguments is that “the bulking operation is a process which 
changes the natural state of the freshly cured tobacco as significantly as milling 
changes sugarcane,” and that it is, therefore, “more akin to manufacturing 
than to agriculture.” 

The fact that the product is significantly changed from its natural state is 
irrelevant in terms of the intention of the statute. Changes in the nature of 
the commodity are commonly involved in preparation for market. If a farmer 
makes butter or cheese from the milk he has produced, or ham from pigs he has 
raised, the character of the product has certainly been changed in a substantial 
degree. It was clearly the intention of the Congress that such operations ind. 
dental to the production operations performed by a farmer or on a farm were to 
be exempted from the wage and Overtime provisions of the act. 

The other argument that apparently was impressive to the Supreme Cout 
was that most farmers in the particular area involved do not bulk their ow 
tobacco. The Court commented that of the 300 farmers in a particular are 
“only 9 maintained and operated bulking plants processing tobacco grown only 
by themselves.” From this the Court concluded that since most “tobact 
farmers do not ordinarily perform the bulking operation,” that this is not really 
an agricultural operation. 

The fact that most tobacco farmers in this particular area do not “ordinarily’ 
bulk tobacco is irrelevant. In some areas a much larger percentage of tobact 
farmers bulk their own tobacco. Most poultrymen do not candle their om 
eggs, but some do. Most livestock producers do not slaughter their own live 
stock, but some do. Most dairymen do not pasteurize or bottle their own milk, 
but some do. It would appear that it is the clear intention of the statute that 
a farmer who prepares his products for market does not lose the exemptia 
thereby. 

We would therefore recommend an amendment of section 3(f) of the act t 
restore the original intent of the act in this respect. This is provided for it 
H.R. 438 by Congressman Smith. 


SUMMARY 


For the reasons stated above, the enactment of H.R. 4488, or of any bill t0 
raise minimum wages and extent coverage: 

(1) would reduce farm incomes; 

(2) would give further impetus to inflationary trends and increase tht 
cost of living; 

(3) would increase the number of persons whose services would & 
worth less than employers would gain by employing them, and would there 
fore be priced out of the market for their services ; 

(4) would benefit some persons temporarily, but would offset this 
inflationary consequences ; 

(5) and, for these and other reasons, would not be in the general interest 


Mr. Roosrverr. Thank you, Mr. Green and Mr. Triggs for youl 
statement and your cooperation with the committee. 
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Mr. Green, I notice that there is an interesting factor which cer- 
tainly not only this committee, but certainly the Congress as a whole 
has had drawn to its attention before, but unfortunately we have not 
done much about it yet. 

Way back in 1951 and 1952, we had a gross farm income of approxi- 
mately $37 billion. We are still at the same figure in 1959 in spite 
of the fact, as you point out a little bit later in your other figures, the 
amount of consumer expenditure for farm food has gone up tremen- 
dously. 

Mr. Green. That is right. 

Mr. Roosrverr. Frankly, just as a plain old nonfarmer from the 
tity, it would seem to be so Fors that something was out of whack, 
that we will have to do something to put it into shape. I hope that 
the Farm Bureau and everybody else will eventually be able to get to- 
gether on some kind of program and be able to do something about it. 

Mr. Green. We are certainly working at it. 

Mr. Roosrver. I agree with you we have not produced much, but 
[hope we can produce something. 

Mr. Dent, do you have any questions ? 

Mr. Dent. No. We have heard these comments before. I know the 
position. We have had meetings at home with the Farm Bureau peo- 
ple. Lam pretty well aware of the situation. 

Mr. Roosrveit. We want to thank you gentlemen very much. We 
appreciate your presence before the committee. 

Mr. Green. Thank you. 

Mr. Roosevetr. The committee will next hear from Mr. James F. 
Fort and Mr. Benjamin R. Miller, representing the trucking industry. 


STATEMENT OF BENJAMIN R. MILLER, DIRECTOR, INDUSTRIAL 
RELATIONS DEPARTMENT, AMERICAN TRUCKING ASSOCIATIONS, 
INC., AS READ BY JAMES F. FORT, COUNSEL FOR PUBLIC AF- 
FAIRS; AND DANIEL A. PACKARD, ASSISTANT DIRECTOR, INDUS- 
TRIAL RELATIONS DEPARTMENT, AMERICAN TRUCKING ASSO- 
CIATIONS, INC. 


Mr. Forr. My name is James F. Fort. I am counsel for public af- 
fairs of the American Trucking Associations. 

Mr. Miller is ill and is not able to be present today. I have with me 
Daniel A, Packard, assistant director, Industrial Relations Depart- 
ment. 

Mr. Roosrvetr. We are very happy to have you here with us today. 
Iam sorry Mr. Miller is not feeling well. 

Mr. Fort. I would like to add the fact we would like his name to ap- 
pear in the record. The statement was prepared by Mr. Miller. 

Mr. Roosrvett. The statement will appear in full in the record with 
ls name on it. 

Mr. Forr. Thank you. 

Mr. Roosevetr. You may proceed. 

Mr. Forr (reading) : 

Mr. Chairman and members of the subcommittee, my name is Benjamin R. 
Miller. I am director of the Industrial Relations Department of American 
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Trucking Associations, Inc. Our offices are located at 1424 16th Street NW, 
Washington, D.C. 
Most of you are probably familiar with our organization but, for the record, 


‘ 


I would like to state that it is the national trade association of the trucking . 


industry. ATA represents all types of motor carriers, both for-hire and private, Con 
and has affiliated associations in 48 States and the District of Columbia. cluc 

It is our understanding that this subcommittee has before it for consider. | 48. 
tion H.R. 4488 and related bills to amend the Fair Labor Standards Act. We trie 
are here today to place on record the opposition of the trucking industry to star 
section 9(b) of H.R. 4488. That section, if enacted, would amend section 18(b) | ¥ 
(1) of the act so as to eliminate the present Motor Carrier Act exemption from 
the overtime provisions of the wage and hour law—an exemption for which the 
Congress has recognized a need since the birth of the act in 1938. 

In brief, the Motor Carrier Act exemption is an extremely narrow one. It 
relates solely to the overtime provisions of the Fair Labor Standards Act and 
is only a partial one at that. The exemption applies to only four specifie job 
classifications in the trucking industry. We are not, as is trucking’s chief con- 
petitor, the railroad industry, completely exempt from the overtime provisions 
of the act. Furthermore, we do not ask such an exemption. 

Neither is the trucking industry exempt from the minimum wage provisions 
of the act, nor do we here plead for such an exemption. Employee earnings in 
our industry are among the highest in the country and far exceed the minimun 
wage required by law. 

Our only plea is that this considerably limited and now well-defined overtime 
exemption now afforded four basic employee classifications in trucking be 
maintained. 

Section 13(b) (1) of the FLSA, as it is today, provides an exemption from the 
overtime provisions of the wage and hour law for “any employee with respect Ing 
to whom the Interstate Commerce Commission has power to establish qualifica- 
tions and maximum house of service pursuant to the provisions of section 2) 
of the Motor Carrier Act of 1935.” That act provides that it shall be the duty of and, 
the Interstate Commerce Commission to regulate carriers by motor vehicle a 
provided in the act, and “to that end the Commission may establish reasonable 
requirements with respect to * * * qualifications and maximum hours of serr- 
ice of employees, and safety of operation and equipment.” pant 

As determined by a series of court and ICC decisions, the exemption is ap 
plicable only to those employees whose job duties center on activities in a cas 
of work defined as that of a driver, driver’s helper, loader or mechanic, ani ings 
then, only if their work directly affects the safety of operation of motor vehicle 
on the public highways in transportation in interstate or foreign commer 
within the meaning of the Motor Carrier Act. (See Pyramid Motor Freight 
Corp. v. Ispass, 330 U.S. 695: Levinson v. Spector Motor Service, 330 U.S. 64: worl 
Morris v. McComb, 332 U.S. 422.) Tod: 


It is this limited exemption which H.R. 4488 would needlessly and withotl W 













cause abolish. It is the position of the trucking industry that there is » is ne 
justification whatever for the removal of the Motor Carrier Act exemption enjo, 
the Fair Labor Standards Act. esta 
The necessity, to motor carriers, for retaining the exemption in section 13()) have 
(1), and for continuing the authority of the Interstate Commerce Comm emp) 
over qualifications and hours of service for certain trucking employees has long 
lessened, in all the 24 years in which the ICC has had such jurisdiction, and I | 
21 years in which the FLSA has been in effect. tm 
The trucking industry’s position as to why the Motor Carrier Act exempting 
should be retained is based on five basic facts: _ 
1. The Motor Carrier Act exemption does not impair the purpose of the our 
Labor Standards Act. does 
2. The vital need for motor carrier flexibility precludes a standardized wo 
week in the trucking industry. a vi 
3. Complex wage structures in the trucking industry necessitate the overti 
exemption. Co 
4, Industrial strife would result from removal of the Motor Carrier to m 
exemption, and lie se 
5. Absolutely no one would be benefited by removal of the Motor Carrier Ad eerve 
exemption. “ron. 


We shall now establish the veracity of these five factors. prod. 
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I. MOTOR CARRIER ACT EXEMPTION DOES NOT IMPAIR PURPOSE OF FLSA 


Looking first to the fact that the trucking industry’s slight exemption to the 
FLSA does not impair the purpose of the act, it should be noted that when 
Congress provided the Motor Carrier Act exemption in 1938, it must have con- 
cluded that the trucking industry was not one the act was attempting to reach. 
As stated in the preamble of FLSA, the statute is geared to reach those indus- 
tries having “labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and general well-being of 
workers.” 

Trucking is an industry which provides high wages. If the earnings of 
trucking employees were above standard in 1938, they are even more so today. 
Wage increases and earnings in this industry have far outstripped many others 
in the intervening years. In proof of that statement we attach hereto three 
charts which indicate the average earnings of trucking industry employees as 
compared to average wages of employees in other major industries. 

The first chart (appendix A) is based on U.S. Department of Commerce data. 
The figures show that the 1958 earnings of trucking employees increased $207 
over the previous year and reached a new peak of $5,468. These Government 
statistics also show that the average employee in the trucking industry in 1958 
has an income approximately 10 percent higher than employees in manufacturing 
and 21 percént higher than others in private industry as a whole. 

Comparable 1959 data will not be available from the Government for several 
months. However, we can assure you the upward trend continues. Our in- 
dustry’s wage rates have automatically increased by a substantial amount under 
the terms of its major labor agreements. It is significant to your consideration 
and record that these appendixes do not indicate the complete story in that truck- 
ing employees have enjoyed three increases since 1958. On February 1, 1959, 
trucking employees’ hourly wage rates were increased by 7 cents under their labor 
contracts. .On August 1, 1959, a 2-cent-an-hour cost of living increase was added ; 
and, on February 1, 1960, an additional 7 cents per hour with an accompanying 
2cent cost of living increase became effective. 

The other two charts were prepared for the last contract negotiations of the 
central States area over-the-road labor agreement which covers some 5,000 com- 
panies and 40,000 employees. One (appendix B) shows at that time intercity 
drivers’ weekly earnings were $144.27 compared to $89.80 for production workers 
inthe same area. The other, (appendix C) shows drivers’ average hourly earn- 
ings—not wage rates—were thus 82 cents an hour above production workers in 
the same area. 

These charts illustrate the striking fact that the truckdrivers, without statu- 
tory overtime, would still have earned 67 cents more per hour than production 
workers who might have an equivalent workweek with overtime after 40 hours. 
Today, almost 3 years later, this figure is considerably higher. 

Wage rates of more than $2.69 per hour are prevalent in trucking today and it 
isnot uncommon for a truckdriver to earn over $8,000 per year. Moreover, he 
enjoys liberal paid vacations, holidays, health and welfare insurance and has 
established pension rights among other emoluments. Since these compensations 
have come about despite the Motor Carrier Act exemption, it follows that the 
tmployee wage rates have been satisfactorily adjusted to offset the necessity of 
longer hours required by trucking’s public service nature. 

I also follows that these highly paid employees enjoy a higher standard of 
living than those whose compensation meets the act’s minimum wage of $1 per 
hour or even the proposed increase to $1.25 per hour and are covered by its over- 
time provisions. Therefore, it is obvious that there are no detrimental wage and 
hour conditions in trucking and the Motor Carrier Act exemption has not and 
does not impair the purpose of the act. 


Il. VITAL NEED FOR MOTOR CARRIER FLEXIBILITY PRECLUDES STANDARDIZED WORK WEEK 
IN TRUCKING INDUSTRY 


Congress in establishing the Motor Carrier Act exemption and having refused 
to modify it through the years, rightly recognized that motor carriers are a pub- 
lie service industry entirely dependent upon the requirements of the public they 
serve. As such, they have no control over “production.” Motor Carriers operate 
‘round the clock.” They do their work before and after the manufacturer or 
producer or seller or user opens or closes his establishment. By the very service 
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nature of their operations, motor carriers’ workloads are tied directly to the short 
turn or even seasonal rise or fall of the business of those they serve. 

As an example, agricultural products and livestock are important sources 
of revenue to a large number of carriers. However, these carriers have no con. 
trol over when or in what amounts such shipments must be moved. Therefore, 
they must be sufficiently flexible to cope with such movements. Another example 
may be found in shipments required by various services within the Defense 
Department. Motor carriers cannot always have advance information on such 
movements and must therefore be able to readily adapt to transportation needs, 
So it is with the delivery of raw materials or finished products. The time ele 
ment or volume is publicly controlled. 

Flexibility and availability of service has made the trucking industry a vital 
and significant servant of our Nation’s commerce. In fact, it has been said that 
motor carriers have made much of our Nation’s commerce possible. 

As stated before, Congress has continued to recognize this public service as- 
pect of motor carriers in maintaining the overtime exemption for motor car. 
rier employees whose workweeks cannot be made to fit a standard pattern. 


Ill. COMPLEX WAGE STRUCTURES IN TRUCKING INDUSTRY NECESSITATE OVERTIME 
EXEMPTION 


The wage structure which has developed within the trucking industry is ex- 
tremely complicated. To the uninitiated, it can seem hopelessly confusing. 

Road drivers are for the most part paid on a mileage or trip basis. However, 
drivers’ wage rates vary with different types, sizes, and weights of trucks. They 
change with the distance traveled, the terrain covered, the road speeds, the cli- 
mate, and many other factors. (Please see excerpts from labor agreement, ap 
pendix D.) 

The industry’s mileage rates are further complicated by involved minimum 
guarantees establishing a floor for driver earnings often well above the rate 
received if computed on a straight mileage basis. 

For example, regardless of the number of miles driven on “through runs,” 
there is a guaranteed 8 hours pay if that driver begins work. On so-called 
turnaround runs, the guarantees become quite involved. I again refer you to 
appendix D. 

On “subsequent runs,” in the same workday, the employee receives the estab 
lished daily guarantee for the first run and additional graduated guarantees 
for all runs thereafter. These “subsequent run” guarantees vary from a mini- 
mum of 6 hours’ pay to a maximum of an additional 8 hours’ pay. 

So-called multiple leg runs, the most remunerative of the established guaran- 
tees, gives the men one-half the appropriate mileage guarantee for each leg of 
the operation regardless of the number of legs driven. An excerpt from Central 
States agreement covering these multiple leg operations is also included in 
appendix D. 

On top of all of this, road agreements provide a penalty rate for such things 
as: breakdown, pickup and delivery, layover, blockades, snow time, scale time 
and fuel and check time, in addition to loading and unloading. 

The impossibility of determining an hourly rate for overtime purposes cal 
easily be seen by computing a fictitious hourly rate on the basis of the speed 
limits established in the area. For example, men driving single axle units 
in any of the 12 Central States receive, aside from their guarantees, a mileage 
rate of 9.125 cents a mile after including their cost-of-living increment. Assum- 
ing speed limits of 20 miles an hour, their rate would be $1.825 an hour; at 
30 miles per hour, their rate becomes $2.7375; and at 40 miles per hour, they 
would be paid $3.65 an hour. Those men driving double bottoms or combina 
tion units presently receive 10.525 cents a mile in the same area. At 20 mile 
per hour, their rate would be $2.105 per hour; at 30 miles per hour, $3.15% 
an hour; and at 40 miles per hour, they would receive $4.21 an hour. It must 
be noted that any given driver might drive two different types of equipment 
with different mileage rates on runs involving at least two or three different 
driving speeds in the same day. And these might be through runs, turnaround 
runs, subsequent runs, or multiple-leg runs or combinations of them. 

Additionally, such contracts as the California long-line agreement provide # 
payment of penalty miles; that is, an additional increment to the established 
mileage rates for trips over a specified number of miles. 
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New England carriers pay their road employees under labor agreements on 
a trip rate basis. The pay hours for each trip were established long ago and 
were determined by the following formula: first 10 miles of a one-way trip, 
1 hour; last 10 miles of one-way trip, 1 hour; with the remaining distance at 
1 hour for each 20 miles. This mileage was computed in units of 10. But 
even these trip rates were not based on actual hours worked—a trip rate of 
10 hours’ pay might be given for a trip of only 7 hours’ driving time. 

I have in these examples merely touched upon a few of the major guarantees 
existing today in the trucking industry road agreements. I believe though that 
they will illustrate the involved method of determining the pay rates in trucking 
and point up the utter impossibility of computing wages on the basis of time 
and one-half of a nonexistent hourly rate after 40 hours of work. 

It should be reemphasized that this complicated wage structure has been 
put into delicate balance over a period of years through free collective bargaining 
and would be completely disrupted if Congress were to remove the Motor 
Carrier Act exemption. 


IV. INDUSTRIAL STRIFE WOULD RESULT FROM REMOVAL OF MOTOR CARRIER ACT 
EXEMPTION 


Trucking is a highly unionized industry. Over 90 percent of the personnel 
in the exempt employee classifications are covered by collectively bargained 
labor agreements between the truck operators and the International Brother- 
hood of Teamsters or the International Association of Machinists. These labor 
organizations are among the five largest in the United States. They are known 
to be hard bargainers. To them can go much of the credit for the high pay of 
our industry’s employees. 

Since these unions are well organized, militant, and powerful, the employees 
they represent do not need the protection of the FLSA. It is obvious that 
where the labor agreements do not require overtime pay after 40 hours, that the 
union has recognized the impossibility or impracticability of insisting upon it. 
It is equally obvious that the unions have demanded and obtained other con- 
siderations for those they represent to more than offset any return available 
through statutory overtime. 

Labor agrements, covering the vast majority of intercity employees, while 
not containing overtime pay provisions, do grant such benefits as high mileage 
rates, guaranteed trip rates, and liberal layover allowances. And it is not un- 
common for labor contracts to contain daily and weekly guarantees. 

Is it conceivable that the powerful Teamsters Union would forego overtime 
pay for its membership if it was to their advantage and if it was feasible for 
the industry to pay it? Experience indicates otherwise. In fact, it should be 
noted that the Teamsters Union specifically requested, in testimony before the 
Labor Subcommittee of the Senate Committee on Labor and Public Welfare, 
May 13, 1959, the Congress to retain the present exemption. 

Most of the employees under consideration here are covered by multiemployer 
labor agreements involving all trucking in a city, State, or area. One contract 
covers all roaddrivers in some 12 States. These contracts are, in the main, 
long-term agreements, effective for periods of from 3 to 6 years. 

They were not come by easily. Hard collective bargaining brought them 
about. New England had a 6-week strike in 1955. The 11 Far Western States, 
in 1955 and again in 1958, were nearly paralyzed for 4 and 5 weeks, respectively, 
by strikes and lockouts in the process of bargaining in the area. Again, in 1959, 
the San Francisco area suffered a serious 4-week strike. 

In those circumstances where labor and management have found it possible 
and practical to apply overtime pay after 40 hours they have done so only after 
consideration of many factors. Most important was the development of a 
formula for an orderly stepdown in weekly hours, whereby employees, other 
than roaddrivers, would obtain a weekly guarantee to protect them from a 
reduction in pay and their employer would have some 3 years to adjust his 
operations, 

This is illustrated by the following clause of 6-year labor agreement in the 
Central States: 

“Eighty-five percent of the regular employees shall be guaranteed the hours 
prevailing in the workweek when it is more than a 40-hour workweek until such 
time when, as a result of the application of the formula, the workweek is re- 
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duced to an 8-hour day and 40-hour week at which time the standard guaranteed 
workweek shall be 40 hours per week. * * *” 

Here then is a clause which recognizes the practical impossibility of effecting 
an across-the-board workweek reduction to a standard of 40 hours. It came 
through hard collective bargaining without a strike or lockout. 

We are convinced that neither labor nor management would want to re 
negotiate their long-term agreements for no real purpose except to engage in 
industrial strife. We do not believe that Congress would wish that to happen 
either. The peaceful relations now enjoyed by labor and management in the 
trucking industry must not be jeopardized by elimination of the Motor Carrier 
Act exemption. 


Vv. ABSOLUTELY NO ONE WOULD BE BENEFITED BY REMOVAL OF THE MOTOR CARRIER AC? 
EXEMPTION 


No beneficial purpose would be accomplished by removal of the exemption. 
Removal would only serve to cause confusion and inconvenience or hardship 
to employees, employers, and the public. We believe that absolutely no one 
would gain by it. 

The employees surely would not gain by removal of the limited overtime 
exemption. Rather, they might face a reduction of take-home pay. Nor would 
trucking companies be benefited. Instead, they could suffer loss of business 
to competing forms of transportation which are completely exempt from FLSA. 
The public in turn would suffer in that higher shipping rates might result from 
removal of the exemption. In this regard, it should be noted that nearly all 
goods are shipped at least in part by truck. 

Perhaps a simple hypothetical situation will illustrate the basis of our rea- 
soning. 

Assuming that a driver has a daily 8-hour run from his home terminal to: 
terminal in another city and that he returns every other day, that would give 
him a 6-day, 48-hour week. A requirement of overtime after 40 hours woull 
force his employer either to reduce the driver’s workweek to four round trips ¢f 
32 hours with a resultant cut in his take-home pay, or lower his straight-time 
pay scale to offset the overtime cost. He could not possibly lay the man off at 
his away-from-home terminal after 40 hours. The employer’s other alternative 
would be to give this now highly paid driver 8 hours of overtime pay and rt 
quest the ICC to increase his rates to the public. 

As we indicated earlier, drivers are not paid in this fashion and an hourly 
wage computation is next to impossible. Moreover, the renegotiation of the 
labor agreement under which this driver might work would doubtless result it 
labor management strife. 

This hypothetical situation is much too simple, however, for the hours @ 
work vary tremendously within a single company, depending on innumerable 
factors. An insurmountable problem would face the employees and employer 
were overtime pay required on two-man operations, sometimes called sleepers 
Here will be found some of the highest paid drivers in our industry. Here als’ 
will be found the predominant type of agricultural hauling. And this is tl 
type of equipment mostly used by household goods movers. 

Policing the overtime provisions in trucking would require an extensive sf 
cially trained force of Government inspectors at substantial cost to the public 
and for no understandable purpose whatsoever. 

We would suppose that is one of the many reasons why H.R. 4488 would nt 
eliminate the overtime exemption enjoyed by railroads. We could argue thi! 
trucking, because of its peculiar operational problems, is even more in need @ 
the exemption than its chief competitor. But it is our view that all forms 
transportation require this exemption. 

Conclusion. We have briefly recited several fundamental reasons for rete? 
tion of the Motor Carrier Act exemption which is now present in section 13()) 

(1) of the Fair Labor Standards Act. We have domonstrated that there} 








absolutely no justification for enactment of section 9(b) of H.R. 4488 as it nO 
stands. Rather we have shown that inconvenience, hardship, and chaos wotl 
result from removal of the limited exemption to the overtime provisions of FLS4 
Therefore. we respectfully and strongly urge that this subcommittee recom 
that the Motor Carrier Act exemption be continued as it has been since 1! 
when the Fair Labor Standards Act was enacted. 

(Apps. A, B, C, and D referred to follow :) 
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APPENDIX A 


1947-58 * 


MONEY INCOME 


Annual income of employees engaged in trucking and selected industries, 
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| Highway 
| freight j Metal Autos All pri- 
Year | transpor- | Highway | Railroads|and metal} and auto| Rubber vate 
| tation |passenger products | equip- | products industry 
and ware- ment 
| housing 
1947 ---| $3,083 $2, 833 $3, 216 $2, 972 $3, 143 $3, 085 $2, 591 $3, 145 
1948 | 3, 355 2, 935 3, 611 3, 245 3, 381 3, 201 2, 801 3, 456 
1949 3, 545 2, 987 3, 706 3, 287 3, 608 3, 2, 849 3, 556 
195) 3, 811 3, 096 3, 782 3, 527 4,010 3, 3, 006 3, 696 
1951 3, 934 3, 255 4, 164 3, 900 4, 221 3, 3, 255 3, 994 
4, 192 3, 387 4, 338 4, 130 4,614 4, 3, 444 4, 205 
4, 513 3, 515 4,418 4, 376 4,952 4, 3, 632 4, 398 
1954 4, 629 3, 591 4, 545 4, 395 5, 070 4, 3, 707 4, 503 
4, 885 3, 727 4, 701 4,718 5, 445 4, 3, 876 4, 697 
5, 065 3, 824 5, 084 4, 986 5, 450 4, 4,074 4,972 
57. 5, 261 3, 927 5, 423 5, 221 5, 702 5, 4, 248 5, 246 
1958.....- 5, 468 4, 035 5, 803 5, 383 6 5, 4, 348 5, 488 
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'The information contained herein consists of the annual wage data rele 
of Commerce and is based on the Department's original studies, 
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APPENDIX B 


CHART 2 
AVERAGE WEEKLY EARNINGS 
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APPENDIX D 
EXTRACT FROM CENTRAL STATES AREA OVER-THE-ROAD AGREEMENT 


ARTICLE XXIV. MINIMUM GUARANTEES 
Section 1 
The guarantees provided for by this agreement for each of the various rungs 
described shall be the minimum pay for the performance of each of such de 
scribed runs. 


Section 2 

The present compensation for agreed-upon runs shall not be disturbed ex- 
cept to be increased in accordance with the increases agreed upon in the 1958 
negotiations. It is understood, however, that where the mileage rate is greater 
than any guarantee, such mileage rate shall prevail. It is further mutually 
agreed that where disputes regarding bona fide agreed runs are made, such dis- 
putes shall be referred to the joint area committee for consideration and final 
decision, with the intent of substantiating and protecting all such established 
agreed runs. 

ARTICLE XXV. MILEAGE AND HOURLY RATES * 

Section 1 

The rate of pay per mile for drivers on all runs other than peddle runs shall 
be as follows: 


Cents 
Single axle unit: per mile 
es Os it ee: ae ee 8.45 
NSS EE ne Sm ak ORR «oe 8.7 
OEE ON eae eres. a Sy mee ger 8.95 
Tandem axle units (4 axles) : 
I ice ca ns vs tein wii ee 8.7 
NE 0 ES eer een eNe menakty atest & 8. 95 
EES ON RR ene eee ae Seok 8 9.2 
Tandem axle unit (5 axles): 
I a ac nm FR Be dicen isl  eeniaio 8, 825 
ES OSS en eens fi See 9. 075 
EE ON AE EE ee en 9, 325 
Tandem axle units carrying a cargo of 40,000 pounds or more, and jeeps: 
St SS ES Se eee ae ae Oe Ge Ee 8. 95 
IS Niro WN ec hiincccct es Derseuinenntneeens acapeblinrt xe enters 9,2 
EE eS aaa. See Sees 9, 45 
Double bottom units or a combination of vehicles or units: 
ST. Se ee eee See, SNeaenee 9, 85 
EES SEED ER ee ae Ie ES ROE a Ne 10. 
SN a ee Seen ines, OA eC 10. 35 


Plus the following additional allowances: 

(a) When runs of tandem axle units and jeeps carrying a cargo of 40,000 
pounds or more are paid on an hourly guaranteed basis the minimum hourly 
guarantee should be: 


Per how 
nr Re) RS 8 Ee nen canewneaeusee S-beabosccwen $2. 50 
Ne Re eS oe eee ae eee eepeeeea 2. 57 
EES SEO Ey ee ee See a an ae Seer en 2. 


(b) The rate for double bottoms or combinations carrying a cargo of 40,000 
pounds or over shall in no event be less than the mileage or hourly rates 
guarantees for tandem-axle units carrying same cargo weight. 

(c) Time spent in making pickups and/or deliveries at points en route and 
intermediate terminals and time lost through delay in pickups and/or deliveries 
at intermediate terminals shall be paid for at the minimum rate of: 


Per how 
ISIS REED DS ee Se TY See $2.8 
I 00 5 cis in tics nn ceili ih i veins fk as a 2. 50 
I acest in olsen nncbtalaninlieninasdinmandeaailan 2. 57 





1In addition to the mileage and hourly rates shown above, there is a 7-cent-per-hou! 
and a 1%-mills-per-mile cost-of-living increment presently being paid all employees undet 
this agreement. 
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Mileage pay shall be allowed for driving time in making pickups and/or 
deliveries at off-line points en route. 

(d) When war heads, live ammunition, and similar items excluded from regu- 
lar tariffs are carried, the effective mileage and hourly rates shall be increased 
one-half cent per mile in the mileage rate and 15 cents on the hourly rate. Such 
increases are to apply only on driving time. 

Penalty rates shall apply to all types of ammunition, bombs, bullets, can- 
nisters, cartridges, charges, clusters, dynamite, projectiles, rockets, shells, shot 
shrapnel, warheads, powder, and flake TNT that carry the term fixed. (The 
penalty shall not apply to “Small arms ammunition” carrying the term fixed.) 


ARTICLE XXVII. TURNAROUND RUNS 

Section 2 

On turnaround runs within a 60-mile radius from the home terminal and 
where the round trip does not exceed 120 miles, drivers shall be guaranteed a 
ninimum of 6 hours’ pay at the above applicable rates per hour. However, such 
drivers shall receive an 8-hour guarantee on such runs where a local union has 
been receiving an 8-hour guarantee for such short turnaround, or where the 
driver receives only one such short turnaround run in any 1 day. There shall 
be no free time on such short turnaround runs. 


Section 3 

On turnaround runs exceeding, a 60-mile radius or 120 miles round trip, but 
less than 190 miles round trip, drivers shall be guaranteed a minimum of 8 
hours’ pay in the first 10-hour period, plus pay for all additional time at the 
above applicable rates per hour. The 10-hour period shall include 1 hour meal 
time to be taken at the point farthest-away-from-home terminal. The 2-hour 
allowance to obtain where driver is effectively released from duty. 
Section 4 

On turnaround runs of 190 miles or more round trip, the above 2-hour free 
time allowance shall not apply, but the driver may be requested to take his 


lunch period for not to exceed 1 hour, and with no additional pay, at the point 
farthest-away-from-home terminal. 


Section 5 


The above guarantees are for miles driven only. Where pay for miles driven 
only would be higher than the guarantee, the mileage pay will prevail. Addi- 
tional compensation at the above applicable rate per hour shall be paid for all 
time spent in performing work other than driving. 


ARTICLE XXVIII. THROUGH RUNS 

Section 2 

On all through runs of 1 mile up to 160 miles there shall be a minimum guar- 
antee of 6 hours’ pay for miles driven only, and additional compensation for all 
time spent in performing work other than driving at the above applicable hourly 
rates. The minimum daily guarantee for all work performed shall be 8 hours’ 
pay. By “all work performed” is meant driving time, pickup and/or delivery 
work, and/or hookup and switch time. 


ARTICLE XXIX. SUBSEQUENT RUNS 
Section 1 

Where employee accomplishes two or more turnaround runs in the same day 
Whether of the same or different type, he shall receive the established guar- 
antee provided for by this agreement, for the first run. In respect to the sub- 
sequent run, if the same is of more than 4 hours and less than 6 hours, he 
shall receive a second guarantee of 6 hours on such run. If of less than a 4- 
hour run, he shall receive the hourly or mileage pay called for by the operation. 
In determining whether a subsequent run is less than or more than 4 hours, all 
time spent by the driver on such run shall be included. 

If such second or third run is of more than 6 hours’ work, he shall receive the 
Shour guarantee on each of such runs over 6 hours. Where payment on the 
mileage rate will pay more than the hourly rate, the mileage rate shall pre- 
vail. The above guarantees are for miles driven only. 
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Section 2 


The foregoing shall not affect present arrangements where the employer now 
pays two or more guarantees where employee performs two or more rung 
irrespective of length of time involved 


ARTICLE XXX. MULTIPLE LEG RUNS 
Section 1 

The multiple leg run is defined as a run which is not provided for in articles 
XXVI, XXVII, XXVIII, and XXIX, and on which a driver picks up or drops 
more than one trailer and returns to his home terminal in a tour of duty. On 
multiple leg operations, the driver shall receive for each leg of such operation 
one-half of the appropriate hourly or mileage guarantee, whichever is the 
greater for miles driven only. All work done en route shall be paid for in 
addition to the guarantee. 

In conclusion ATA proposes specifically that H.R. 4488 be amended by adding 
the following language on page 11, at line 18, following the word ‘“to’’: 

“(1) Any employee with respect to whom the Interstate Commerce Commis. 
sion has power to establish qualifications and maximum hours of service pur- 
suant to the provisions of section 204 of the Motor Carrier Act, 1935”, 
and renumber clauses (1), (2), (8), and (4). 

That would, in effect, restore the exemption as it stands today. 

Mr. Chairman, I appreciate very much the opportunity to appear before you 

Mr. Lanprum. One quick question: Do you know any of the organ- 
ized labor leadership that is supporting this proposed amendment! 
wane Forr. The amendment which I have just proposed, sir, or the 

Lit ¢ 

Mr. Lanprum. Mr. Roosevelt said he had one yesterday. 

Mr. Fort.The Amalgamated is giving support to this as I under- 
stand, for the bus industry. Of course, they do not represent any 
employees in the freight industry. 

Mr. Dent. He made that clear, Mr. Chairman. Me made it very 
clear that he was only representing the bus transportation. 

Mr. Lanprum. Are there any questions? 

Mr. Roosrvett. I have just one question and it really does not 
apply to you, but I am trying to think of it in terms of some of the 
others. 

Is it possible that in negotiating your so-called mileage basis or 
trip basis or whatever it might be, that there was consideration given in 
it at that time to both hours worked, so that it was worked out to 
your satisfaction, and to the satisfaction of the union that you were 
In essence averaging it out on an 8-hour-day basis ? 

Mr. Fort. Mr. Roosevelt, I will have Mr. Packard answer that, if 
he understands your question. 

Mr. Pacxarp. I think I understand your question, sir. 

One of our appendixes, appendix B and C, gives information which 
shows data which were used in negotiations of one of our last agree 
ments. In that the unions and management were satisfied that undet 
the present pay structure the earnings of employees in the motor 
freight industry far exceeded those in other industries where time 
and a half was paid. 

Mr. Roostvett. In other words, it was considered ? : 

Mr. Packarp. It is considered, but as to the question you asked tt 
did not come up in detail. 

Mr. Roosevett. What I have in mind is would it be feasible to give 
to the Department specific instructions that where an industry | 
reached a different basis of computation than 8 hours plus overtime, 
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that if the equivalent was being arranged through a different method 
such as mileage and so forth, that under those conditions these ar- 
rangements should not be disturbed for the sake of getting uniformity 
such as an 8-hour-plus-overtime would normally entail. 

Mr. Forr. I think that the possibilities of that are confusing for 
this reason : 

I do not know what the Department of Labor would compare us to 
in order to determine that was an equivalent. 

Mr. Roosrvett. Except that you did it yourselves. So if you can 
do it yourselves there is not much reason why the Secretary should 
not be able to do it in consultation with you, getting the same in- 
formation directly from you. 

Mr. Forr. It would be difficult. 

Mr. Roosrvetr. You take the bus people specifically because they 
have the same mileage situation in some areas, and yet they do not 
have perhaps in every instance the same kind of situation where you 
are obviously above anything that the law is aimed toward. 

In order to not let some get by and some not get by, the suggestion 
was made that perhaps we should work out something which would 
allow the Secretary not to upset the mileage basis of negotiations or 
trip basis of negotiations. 

If that in effect was accomplishing what the law was trying to 
do—— 

Mr. Forr. My initial reaction to this is that this would be a further 
compilation of statistics by the Department of Labor serving no par- 
ticular useful purpose. 

Mr. Roosrvetr. Except to get relief for some people if it can be 
demonstrated that some people are today getting less than what should 
bea fair minimum wage. 

Mr. Packarb. That would be very difficult to do in our industry, 
Mr. Roosevelt. 

Mr. Roosrvett. I am inclined to think so, too. 

Mr. Packarp. Our average city drivers earn something like $8,000 
ayear. This is considerably above what other production workers 
get for their efforts. 

Mr. Roosrvett. I think that is right. 

Thank you, Mr. Chairman. That is all I have. 

Mr. Lanprum. Thank you, gentlemen. 

We have now Mr. Riggle from the National Council of Farmer 
emp 

If you could indulge us about 15 minutes to answer our names on 
this quorum call, we will come back and hear you. 

The committee will recess then. We will be back in 15 minutes 
oras near that as possible. 

(A 15-minute recess was taken.) 

Mr. Lanprum. You may proceed now, Mr. Riggle. 


STATEMENT OF JOHN J. RIGGLE, SECRETARY OF THE NATIONAL 
COUNCIL OF FARMER COOPERATIVES 


Mr. Ricetr. Thank you very much, Mr. Chairman. We certainly 
appreciate the opportunity to be heard by the committee. We have 
ad a long-time interest in this subject and we have had a lot of peo- 
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ple in rural areas and a lot of institutions in rural areas serving 
people who will be affected by this legislation. 

I am John J. Riggle, secretary of the National Council of Farmer 
Cooperatives. The council is a conference organization of some 19% 
federated regional and State farmers business associations comprising 
some 5,000 local associations which market products and purchase 
farm production supplies for some 234 million farmer members. 

These local associations operate in and participate in the economic 
life of rural communities. A rural community where the dominant 
economic motive is buying agricultural products, selling agricultural 
equipment and supplies and financing farm marketing, purchasing, 
and services, and servicing farm people, and the people who service 
agriculture. It may be large or small in area and in population. 

The wholesale and processing activities of a central farmers’ busi- 
ness organization are quite often located in transportation centers 
and operate in and participate in the economic life of commercial and 
industrial areas. They are subject to the regulations, influence, 
and/or competition in those areas in the labor market as well as vari- 
ous phases of their operations. 

There are, however, major farmers’ associations processing and 
service facilities which operate in rural communities and whose oper 
tions are adjusted to the local economy of such communities. 

Some of the proposed legislation would establish urban industrial 
wage and hour standards in key stores and service operations in 
rural communities. 

There are many branches of retail store and service agencies oper: 
ating in essentially rural communities which do $500,000 in annual 
gross business and otherwise come under the specifications provided 
in H.R. 4488. 

In addition there are in most farm communities rural economy 
which come within the requirements of the bill, such as implement 
dealers, fuel handlers, and general merchants. 

I might say that I live in Lovettsville, Va., which is a rural con- 
munity, and [ have lived all my life in rural communities. I am wel 
familiar with this situation. 

As pertinent to the effect of raising the minimum wage to $1.3, 
T wish to incorporate by reference statements we have made befor 
this committee in May of 1955. 

In the first statement we included exhibits to show the major effects 
on costs on a farmer cooperative operating in a rural community %& 
diferentiated from the minor effect on costs of a farmer cooperatirt 
operating and adjusted to an industrial economy, when the minimul 
wage is increased to $1.25. 

This material showed that the increase in minimum wage to $1% 
per hour would increase the labor costs of the farmer cooperative I 
the metropolitan area by 2.5 percent, whereas in the rural community, 
the increase would be between 19 and 20 percent. 

If I may I would like to present this. 

Mr. Lanprum. It may be received. 

(The material referred to follows :) 
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MATERIAL SUBMITTED BY JOHN J. R1GGLE, SECRETARY, THE NATIONAL COUNCIL OF 
FARMER COOPERATIVES 


The following exhibits A and B show the impact on the labor costs of farmer 
cooperatives of the various proposals before the committee. 

Exhibit A is a study of wage costs for a farmer cooperative operating in a 
highly industrialized State. It demonstrates our position that competition 
sets the wage costs at a level which is prevalent in the area. In this case for 
all practical purposes a $1 minimum wage has become effective, and a legislative 
act was not needed. The wage is set by employer-employee agreement under 
the existing situation. A reduction in the workweek is especially costly because 
of overtime in farmer industries. 

Exhibit B is a study of the wage costs for a farmer cooperative operating in a 
dominantly agricultural area, where the service competes with farmers and 
small rural industry in wage rates. It will be noted that the 75-cent wage is 
effective but that a statutory rise beginning at 90 cents affects the majority of 
the workers and the labor costs. Overtime becomes extremely costly under 
the proposals to cut the workweek. Any minimum wage increase threatens 
the existence of the business in these rural areas. 

The difference in the effects of the minimum wage and maximum hours laws 
on farm services in highly industrialized areas and agricultural areas shows the 
inequity of across the board legislation on this subject and the necessity for area 
of production and agricultural exemptions. 


Exuisir A.—A FARMERS SUPPLY ASSOCIATION LOCATED IN A HIGHLY 
INDUSTRIALIZED STATE 


In view of bills pending before Congress proposing to amend the Fair Labor 
Standards Act of 1938 to reduce overtime requirements from overtime over 40 
hours to 37% or 35 hours, and to increase the minimum hourly rate in subject 
industries under various proposals from the 75 cents per hour up to a maximum 
of $1.25 per hour, a study has been made for the purpose of ascertaining what 
effect on costs will be produced if such bills are enacted into law. For the 
purpose of this study, a large cooperative having wholesale, retail and fertilizer 
manufacturing operations scattered throughout the State was used. 


I 


The first part of the study was directed toward ascertaining the effect of 
reducing the maximum number of hours for overtime purposes at rates pres- 
eitly in effect. The results are as follows: Present annual labor costs figured 
on a representative weekly basis are $912,219.36. If the overtime requirements 
are reduced from 40 to 37% hours, the increase in cost per annum will be 
$25,419.16. If the overtime requirements are reduced from 40 hours to 35 hours, 
the labor cost will increase $50,838.32. The following schedule involving 277 
employees will assist in comprehending the effect of such changes. 


ScHEDULE I.—Annual hourly rated labor cost at present rates, Apr. 22, 1955 


eenear Overtime Peamse.llul lll fe a ee Se $912, 219. 36 
37-hour overtime basis_.__...._.....---------_2L- ee 937, 638. 52 
Increase over 40-hour basis____..------------------------- 25, 419. 16 
Berens Gvattions hanes Co 5) leg Se a eee 912, 219. 36 
mpnour Overtime Dketel fh ue ee oe ee ST ee 963, 057. 68 
Increase over 40-hour basis__...-.-.--------------------- 50, 838. 32 


The second part of the study was made to ascertain the effect of reducing the 
maximum number of hours for overtime purposes combined with an increase in 
the minimum hourly rate from 75 cents (as provided under the present law) in 
the direction of $1.25 per hour. The first effect is noted when the minimum rate 
Teaches $1 per hour. This will produce an additional increase in labor costs of 
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$384.80 per year on an overtime basis over 40 hours; $25,810.72 on an overtime 
basis of over 371% hours; and $51,236.64 on an overtime basis of 35 hours. If 
the minimum rate is increased to $1.25 per hour, the additional labor cost per 
annum on an overtime basis over 40 hours is $23,508.68; on an overtime basis 
of 37% hours the annual increase in cost is $50,757.72 ; and on an overtime basis 
of 35 hours, the annual increase in cost is $78,004.68. The following schedule 
will assist in comprehending the effect of such changes. 


ScHEDULE II. Part A.—Annual hourly rated labor cost where minimum hour 
are reduced to 3714 and 35 howrs per week for overtime purposes accompanied 
with an increase in the minimum hourly rate upward to $1.25 per hour 

















Present Proposed Proposed he a 
statutory minimum minimum minimum 
minimum rate of 90 | rate of $1 | rate of $1.5 

rate 75 cents cents 
(1) (2) (3) (4) 
Annual cost 40-hour overtime basis_.- -- -| $912,219.36 | $912,219.36 | $912, 604. 16 $935, 728.4 
Increase in cost per annum over 75 cents statu- 

So BE USESES 9. 0 se SSE Pe eee [ae Sere meprae Tp Te 384. 80 23, 508.68 
Annual cost 37}4-hour overtime | REL Se eRe Peep ae: « 938, 030. 08 962, 977.08 
Increase in cost per annum over 75 cents statu- 

i cc nnunnkcnpnennn| -jetdcéedcscelbausuutbswdccs 25, 810. 72 50, 757.2 
Annual cost 35-hour overtime basis_- ot Re ae ea a oe 963, 456. 00 990, 224. 4 
Increase in cost per annum over 75 ce nts statu- 

Yi ERR Ae a Mew Melle, Bia iicteeamieset 51, 236. 64 78, 004. 68 











ScHEDULE II. Part B.—IJncreased cost on number of persons affected by rate 


increase alone 








37\4-hour 35-hour 
overtime overtime 
basis basis 
die nda banana eeeecnumaiekeasmenianiet $391. 56 $398.2 
ed 2 ene enbaananaseapbekGebesteusanbacweneet 25, 337. 52 27, 166.% 





Lowering the overtime requirements below 40 hours a week will mean that 
overtime will have to be paid to all 277 employees involved in the study for 4 
proportionately greater number of hours depending on the extent to which no 
overtime hours are reduced below 40 per week. This accounts for doubling the 
increased cost if the nonovertime hours are reduced to 35 hours per week (cost 
of $50,838.32 per annum) as against a reduction to 37%4 hours per week (cost df 
$25,419.16 per annum). 

Schedule II not only shows the increase in cost resulting from reduction of 
hours not subject to overtime but also shows the effect of an increase in the 
minimum rate up toward $1.25 per hour. Schedule II (2) shows that if the 
minimum rate is raised to 90 cents an hour no additional costs will result. If 
the minimum rate is put at $1 it appears that 3 persons would be directly at 
fected, giving rise to additional annual costs because of the rate increase alone 
of $391.56 on a 3714-hour overtime basis and $782.28 on a 35-hour overtime basis 
If the minimum rate is increased to $1.25 per hour, 66 persons would be directly 
involved, giving rise to additional annual costs because of such rate increase 
alone of $25,338.56 on a 3714-hour basis and $27,166.34 on a 35-hour nonovertim 
basis. 

Ir 


It is common knowledge that employers cannot increase the rates of some el 
ployees without increasing the rates of all other employees within given rate 
structures where such increases are based on statutory mandate. 


For example, 
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if minimum rates were increased to $1.25, an employer would find it necessary 
to increase all rates in order to maintain the equity of the original rate struc- 
ture. Hence, all 277 employees of this particular employer would be affected, 
rather than only 66 whose rates would have to be raised to meet a statutory 
ninimum of $1.25 per hour. Assuming that the same relative change would 
have to be made in rates above the new statutory minimum, we would have to 
multiply the figures of $25,338.56 (annual increase in cost for 66 employees on 
37% hours nonovertime basis at $1.25 rate—schedule II (B)) and $27,166.36 
(annual increase in cost for 66 employees on the basis of overtime over 40 hours 
at $1.25 straight time rate) by 4, or the quotient arrived at by dividing 277 by 
66. Because an employer might find it impossible to avoid increasing his entire 
rate structure in the same degree that minimum rates are increased, a minimum 
rate of $1.25 per hour could very well impose additional costs of $106,421.95 on 
a basis where overtime starts at 3744 hours and $114,098.12 on a basis where 
overtime starts at 35 hours. 

The foregoing figures would more accurately reflect the cost than would those 
set out in Schedule II. The proposals before Congress have far reaching effects. 
Such costs will not be reflected by any corresponding degree of increased pro- 
ductivity. ‘The result would be extremely inflationary if the same figures would 
approximate the national picture. If one assumes that labor costs approximating 
an increase of 11 percent to 13 percent could be added and passed on, it would 
mean a sharp increase in prices and would be self-defeating in the end. 

However, all industries would not be affected alike. In the farm supply busi- 
ness the immediate effect could be tragic. Margins are already low. Agricul- 
tural producers can hardly stand any increases in prices on commodities being 
purchased. The farmer and businesses supplying his needs could well be or- 
phaned for a considerable period of time while presumably other parts of our 
economy could move along with a slight attack of inflationary dizziness. 

It would appear that on the basis of the most elementary economics, that a 
reduction of hours for overtime purposes will do nothing but increase labor costs. 
One does not have to be a seasoned negotiator with unions to know that any re- 
duction in hours cannot be made unless the take-home pay for the longer hours 
is granted for the reduced hours. Organized labor is apparently little interested 
in passing around the work which was the battle cry when the Fair Labor 
Standards Act was in the bill stage. The only purpose overtime requirements 
now serve is to increase take-home pay. The proposals before Congress would 
exaggerate the present problem because business is simply unable to gear itself 
toshorter hours. It should be remembered that overtime penalties were intended 
to cure unemployment, whereas during a period of normal employment, over- 
time payments are bound to be inflationary. No study has ever been made to 
ascertain how much of the inflation stemming from the Second World War 
can be attributed to overtime compensation. It would be indeed an unpopular 
thing to do. But the figures quoted in this letter give some indication of what 
could happen on a national scale. 

Increasing the minimum hourly rate beyond 90 cents per hour will produce 
like results. What cannot be foreseen is the extent to which equity adjustments 
would enter into the picture if a minimum rate above 90 cents is adopted. But 
one thing is certain, if the minimum rate is increased above 90 cents per hour 
and the hours reduced for overtime purposes, a double effect is produced. Such 
4 move could very well stimulate inflationary forces to such an extent that price 
levels could be seriously affected. As to some concerns, increase in the minimum 
rate above 75 cents per hour can produce the same effects as any rate above 90 
cents per hour. It might end up that the persons intended to be benefited would 
end up with less than they had at the beginning. 

It is obvious that employers who are affected by a proposed minimum rate of 
" cents per hour would experience trouble earlier than the above company. 
This merely underlines the fact that in all probability many small employers 
aa be injured even to a greater extent much earlier than the present study 
Indicates, 
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Exursir B. A FARMERS MARKETING AND SUPPLY ASSOCIATION IN A DOMINANTLY 
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AGRICULTURAL AREA 


ScuEDULE 11. Part A.—Annual hourly rated labor cost where minimum hours 
are reduced to 3714 and 35 hours per week for overtime purposes accompanied 
with an increase in the minimum hourly rate upward to $1.25 per hour 


(Based on 216 employees) 
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Annual cost, 40 hours overtime basis_ -_ 
Increase in cost per annum over 75-cent statu- 
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Annual cost, 3744-hour overtime basis__--__---- 
Increase in cost per annum over 75-cent statu- 
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Annual cost, 35-hour overtime basis. _.........- 
Increase in cost per annum over 75-cent statu- 
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ScHEDULE 11. Part B.—Number of persons affected by rate increase 


Number of 
persons 


Seatutory increase .t0 SON). tenn tenn nen renee nena same 
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Mr. Riccie. By the force of competition, the wage rate and working 
conditions of the key distribution and service businesses in a rural 
community become the wage and working standards for the whol 
rural area. 

And to the extent that these rural community enterprises have inter 
sales and purchases among themselves, and among the people who staf 
them and with those who service them, the costs of doing busitiell are 
added to prices of goods and services in rural communities, and, finally, 
are funneled along to producers as deducts from farm prices for mar 
keting costs or added to the cost of farm production services and 
supplies and the cost of farm living requirements. 

Becauthe costs incident to manufacturing services and sales havyet 
be, and are, included in and passed along in price as costs incident t0 
purchases of farm supplies or are deducted from price paid farmers! 
order for the concern in the rural community to stay in business. Call 
this administered pricing or whatever, it is established America 
business practice. 

When it fails, as in times of distress, business fails. And it cank 
used by one economic group against another, by individuals or ¥ 


business separately or in concert, or imposed by Government as in thi} | 


proposed legislation. 
Except for the farmer. He cannot pass his costs along to anybod 
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because he operates in a separate economy in which he pays what he! 
asked for his production supply and living purchases, and takes whi! 
he can get for his product in the so-called free market. 

He absorbs the advancing costs of producing, transportation, an’ 
distributing his farm equipment, farm supplies and househall ani 
family needs, and absorbs the advancing deducts for cost of assellh 
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bling, packing, elevating, transportation, and marketing his product 
tothe wholesale level. 

Not only will any wage and hour regulation projected into the rural 
community be reflected in farmers living, woe Se pe and marketing 
wsts through the cost of supplies and services, but by competition the 
wage rate of farm workers will move in line with these of business and 
grvice in the area, and add to his costs. 

Competition of urban wages has moved rural community wages up- 
yard, so that from this force of competition, farm wages have ad- 
vanced in the last 10 years from 445 percent to 620 percent of the 
1910-14 average, which was a period of stabilization in the economy, 
# that on January 1, 1960, they averaged $1.05 per hour on a cash 
wage basis. 

This morning I see that they are now at $1.03 with a big increment 
of farm labor in the rural areas in the last month. 

In order to reduce the impact of his current cash expended for 
wages, the farmer has reduced his hired labor force from 2.25 million 
hired hands in 1949, to 1.66 million hired hands in 1959, and kept his 
wage bill even at about $2.9 billion, but in order to do so has added 
about $10 billion worth of new high priced farm machinery and 
qquipment and new buildings to his capital inventory—depreciated— 
and stepped up his annual depreciation from $2.4 billion to over 
$ billion. 

A large share of this added capital expense went for costs of in- 
dustrial labor incident to equipment and supply manufacture, which 
inthe implement industry rose from a $1.60 to more than $2.50 per 
hour in the 10-year period. 

In order to participate in the so-called technological revolution he 
spent $8 billion per year more in 1959 than in 1947-49, for production 
purposes, and borrowed $12 billion more, and his annual net cash 
income increased $314 billion. 

Without inflated costs the so-called technological revolution would 
bean orderly technological evolution. 

I would say the technological revolution was a desperate attempt 
on the part of the farmers to reduce advancing costs. 

_Itis pertinent to note that in the base period of 1910-14 and again 
in 1947-49, the cash cost of farm production was from 60 to 65 cents 
per dollar of products sold by the farmer. 

The remaining 35 to 40 cents went for living expenses and capital 
purchases, to pay off mortgages and equipment and capital debts. 

These were periods of relatively economic stability in the U.S. 
economy. 

In 1932, it cost the farmer 94 cents to produce a dollars worth of 
products. Costs were sticky, but prices were lower in the great 
epression. 

t is notable that since 1947-49 the cash cost to the farmer of each 
dollar's worth marketed has risen to 80 or 82 cents. 

This time it is both in the realm of costs and price of farm products 
use the cash costs of production have risen and the price has 
declined. 

The farmer, both on input and output, is the residual receiver of 
‘gricultural income after all the suppliers and handlers and their 
tmployees have taken their cut. 
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Our reasons for opposing the provisions of the bill which would 
strike clause 3 of subsection 6 of section 7, and strike subsection E of 
section 7, which are the seasonal and first processing exemptions, are 
in the area of opposition to penetration of the rural economy with 
more administered, fixed cash costs, whicn come out of the pockets of 
the farmers as deducts from prices received or advances in charges 
for supplies and services. 

Until the farmers are organized and protected in their ability to 
control the marketing of their products so they pass the costs of their 
products along to their handlers as other business does, they are going 
to continue to absorb the inflation in the wage price spiral, which is 
generated in the industrial and commercial centers, and which it is now 
proposed to augment by imposing industrial working conditions om 
the rural community. 

As compared to 10 years ago, the farmers are absorbing anna 
from the industrial community approximately $4 billion in additio 
deducts passed back to them by the handlers of their products, as 
well as another $8 billion added costs charged to farm production sup- 
plies by various industries, transportation and commercial services. 

This is further evidenced by the fact that prices to farmers declined 
from 106 percent of parity to about 80 percent of parity in the 10- 
year period. They now stand at 82 percent of parity, reflecting 
slight seasonal increase in the last few months. 

In order to, in some measure, protect the rural community economy 
from encroachment of the industrial inflation, we urge the committee 
to approve the Stennis bill, S. 1874, the Smith bill, or similar legis 
lation which would set up congressional standards for the area in 
production. 

The formulation and administration of the area of production 
provision in the existing law has been the spearhead of penetration of 
the rural economy with the inflated industrial concept of prices and 
wages to be absorbed by agriculture. 

The delusion of stability in the economy in the last 10 years has 
been accomplished by the gradual decline of farm prices and income 
in the face of industrial, commercial, labor, and Government infl- 
tion. To be on an economic level of the general economy, it is est 
mated that annual gross cash income of agriculture should be $2 
billion more than at present. 

There is an estimate by an economist around town who says tt 
should be nearer $24 billion. 

We believe that this is an inequitable, manmade situation, fostertl 
by Government policy in many fields, first incident to the conduct 
war and continued to the present. 

But with the purchasing power of the dollar down 15 percent sine 
1947-49, at which time it was worth about 52 percent of the 1940 pur 
chasing gland because of wartime economics, we believe it is no tim 
to officially peg the inflation to date, and to embark on a new surged 


rising industrial and distribution costs and prices. That is what pt 
posed legislation will do—it will in effect validate accomplished inflt 
tion to date. 
We believe it is time for the consumers and farmers to get a breakiD 
costs and in the benefits of so-called technology advance and resultatl 
productivity, in the face of abundant supply of goods on all sides. 
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That will contribute most to stabilizing the economy, where now ab- 
normal trends are evident in cost of financing, industrial production 
and distribution, loss of gold, lagging export trade and mounting 
taxes, erosion of agriculture, and rapid depletion of the purchasing 
power of the dollar. 

Thank you, Mr. Chairman, for your patience and good humor. 

Mr. Lanprum. Thank you, Mr. Riggle. 

As I interpret your statement, it means that the Council of Farmer 
Cooperatives is opposed to the extension of coverage and to the in- 
crease In minimum wage; is that correct ? 

Mr. Ricetx. That is right. 

Mr. Lanprum. You base that primarily on your belief that such 
legislative action would produce additional inflation and cause addi- 
tional cost to the farmer in the production of these agricultural prod- 
ucts ¢ 

Mr. Riecie. That is right, and with greater disparity in the agricul- 
tural income in the face of general inflation. 

Mr. Lanprum. With that observation out of the way, I would like 
tolook briefly at this business of the definition of “area of production.” 

It has been my experience from observing and hearing complaints 
from various people, including Members of Congress, that the “area of 
roduction” as now defined and observed by the Department of Labor 
is such that it is working a terrific hardship on many businesses that 
Congress originally intended to be exempt from the Fair Labor Stand- 
ards Act. Would that in any way coincide with your own observa- 
tions ¢ 

Mr. Ricerr. I think that a good many of these rural communities 
have been incorporated out of an area of production when they should 
bea part of it. 

In other words, they have been allied with an industrial or a com- 
mercial community several miles away from the standpoint of applica- 
tion of wages, hours, and so forth, and they have lost their exemption. 

Asa matter of fact, they are to all intents and purposes a rural com- 
munity with a rural economy. 

Mr. Lanprum. Now, another facet of this business that has been dis- 


-| turbing :ne is the so-called Budd decision. I believe it was the case of 


Mitchell versus Budd, in which it was held by the Supreme Court that 
the bulking of tobacco was a process which changed the original state 
of the tobacco leaf or the tobacco plant as it is gathered from the field 
and because it did change, it was a process which did change its 
original state, that it would not be exempt under the act. 

For that reason many farmers who bulk their own tobacco so to 
speak—that is, as I understand bulking—it is a term used to describe 
the procedure of turning the tobacco over and stacking it again and 
again, back and forth, in order to let it dry and cure properly. 

Mr. Ricci. That is right. 

Mr. Lanprum. That such a process even though carried out by the 
onginal grower of the tobacco and his employees was not exempt be- 


nfli-fause it did change that. 


Now, have you had any experience with that type of operation ? 
Mr. Ricetx. No; not directly. I do not come from a tobaeco area 


iltant} ind T have had no experience with that particular thing, but there are 


(les. 


neonnection with this first processing: 
55097—60—pt. 313 
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Mr. Lanprum. That was the next point I wanted to get to. Gp 
ahead. 

Mr. Riecre. On this particular point I know of no similar situation 
to this tobacco thing at the present time, but it looks to me that itis 
analogous to what they do now when they run fresh-cut hay througha 
conditioner, and then bale it up. It changes tobacco Just about a 
much as that changes hay. 

Mr. Lanprum. Now, under such a decision is it possible to see an 
producer who candled his own eggs as being covered under this law 
when it was intended that he be exempt? ‘That is probably stretching 
it a little too far. 

Mr. Roosrvett. Mr. Chairman, will you yield for a minute? 

Mr. Lanprum. Yes. : 

Mr. Rooseverr. Is it your thought that the Department might say 
that all of his operations were covered or just the candling part? 

Mr. Lanprum. Beyond the actual original production. 

That is actually what the Budd decision does. Of course, I a 
that the use of the egg as an illustration is probably a little farfetched 
too farfetched perhaps. 

Mr. Ricexe. I think it is conceivable that if a man wanted t 
run his own milk through a skimming outfit and take the cream off 
that he would be processing it to some extent. 

Mr. Lanprum. I was coming to that. 

Mr. Roosevert. Or pasteurizing milk. Do not some farmers 
actually pasteurize milk? 

Mr. Riceete. I think not. 

Mr. Roosevetr. Some in New York State do. 

Mr. Ricertz. They do it in a community sort of way. That is, 
there are some old established customs I think by which they get 
together and do some of that. Very small outfits. 

Mr. Lanprum. Referring back to one of the statements we had 
earlier from a farmer representative 

Mr. Rieete. I beg your pardon. I think there are a few farmer 
who distribute their own milk, who have quite a large operation, 
who do that. 

Mr. Lanprum. Let us take an orchardist who produces his own 
apples and packs his own apples and only his own apples. He doe 
not pack anybody’s else apples, but just packs the ones he grows 

That act, as I interpret it today, was established for that person to 
be exempt ? 

Mr. Rieerx. That is right. 

Mr. Lanprum. I understand by the Labor Department he is held 
to be exempt. Yet with the decision now on the books, the holding 
in the Budd case, we find that this orchardist who might polish thox 
apples a little bit or do something to them to change their original 
color could be subjected to the act, or the man who slaughtered his 
own cattle, and only his own cattle. He certainly changes the char 
acter of the animal when he slaughters it although it has been held 
that that is not a change. 

I was thinking in the face of such a decision as this if you farmer 
people felt that there was any necessity of amending the law to show 
ex.ctly what we mean by a first. processing. 

Mr. Rieeie. I think so. I think we have felt that for some time. 
You take these orchardists. They do have their own polishing 
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machines and then they have a cooler service outfit there which is 
quite an operation. 

Certainly it gets into the category where under this determination 
by the Supreme Court it is not clear. 

Mr. Roosrvetr. Mr. Riggle, let me ask you this question: Are you 
not going to run the risk, if you start disturbing that too much, the 
Congress will say, wait a minute, when the fellow stop at just grow- 
ing apples, when he does get into the business of processing the apples 
in various forms and employs a different kind of labor than just farm 
labor he had better be under this, he is in the manufacturing business. 

You suddenly will find that you have done a great disservice to most 
of the people who today are held exempt. 

You are going to get a tougher law than you have now. ; 

Mr. Ricein. T suspect that what you are thinking about, Mr. Chair- 
OR is where he is actually processing and so forth, in a rather large 

ant. ; 
; Mr. Roosrvetr. Yes, or a good sized operation. 

Mr. Riceiz. Yes, but we were thinking, I think, the chairman and I 
were thinking, of the grower who has his own polishing machine and 
also has his own cold storage and also sells perhaps at the door or 
trucks them off to market for an orderly marketing season clear 
through to March, but he handles only his own apples, prepared them 
for market, and he is marketing them, 

Mr. Roosrverr. Now, let me ask you specifically, having read the 
Stennis bill and the Smith bill, why those bills would not exempt, 
as I read them, and as the department reads them, which is the reason 
the department is against those bills, why they would not specifically 
exempt, let us say, the large milk producer who has gone into the busi- 
ness of pasteurizing and treating all of his milk as well as distributing 
it who today is under the Fair Labor Standards Act, but who under 
those bills would no longer be under them. 

In other words, I can understand your point for the little fellow and 
the average guy who is just doing something that is more or less within 
the realm of his initial production, but both of those bills go so far 
that they would take it out of that and give relief to somebody in my 
opinion who is not entitled to relief. 

Mr. Riceix. I think the point about it is that he is operating out 
there in the area of production and processing the product, first proc- 
essing and so forth, helehe it is ever marketed and he is operating in 
the rural economy. 

Now, you have this thing that he is processing, to be sure, but you 
have this penetrating of the rural economy with a standard of wages 
which immediately becomes competitive and sets the whole standard 
inthat community. 

If he is out in a rural community and operating a facility which is 
processing a product produced in that area, it seems to me then if he 
wants to be part of that economy he—— 

Mr. Roosrve.r. Does not that go against the fact of life in the old 
days when you had nothing but a rural area and there was nothing 
but farming in it, that is one story, but that kind of area is decreas- 
ing, as I think you agree, mighty rapidly? 

here are few rural communities today that do not have some manu- 
facturing and commercial enterprises within those areas. Yet I think 
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the facts will somewhat go against the contention that the wage scale 
in those commercial enterprises is similar to the wage scale paid for 
labor in that same area. 

Mr. Riceix. It becomes a competitive thing and that they pay what 
they can get the labor for out there and I think you will find in most 
areas it is considerably above the minimum wage. 

Immediately the agricultural areas surrounding it have to compete 
with that, and that service and everything so it sets the standard. 

I am saying as long as there is a processing facility out there where 
there are not generally industrial concerns handling the local produet 
and they are interested in maintaining the agricultural economy out 
there, that until such a time as it does become necessary competitively 
to pay these wages, why, let us have them a part of the rural economy 
and in the farmers product, getting it ready for the first stage of 
marketing. 

Mr. Roosevetr. The Smith and Stennis bills do not do that. They 
go far beyond that. 

Very frankly, I think if I were you I would be very careful in ad 
vocating those bills because I think you might get just the reverse. 

Mr. Riceitr. What I am saying is that they would exempt them as 
far as law is concerned, but they don’t exempt them from any economic 
competition which would tend to bring them in line with wages paid 
for that type of labor. 

As a matter of fact, the penetration out there by economic competi 
tion, the market for labor and skills and so forth that are necessary, 
has probably done more to raise the standard of wages and so fort 
in the rural area than the law has. 

That is the way we would like to see it done. I think that is the ob- 
jective of the Stennis and the Smith bills. “ss 

This is not a law to prohibit them from paying those wages. It isa 
law to say that the Government itself is not saying that they shall 
set 

Mr. Roosevett. But it will be taken, Mr. Riggle, as a direct attack 
on the minimum wage provisions which have protected the lower in- 
come people in what are essentially manufacturing operations, 

If you do that, you are just going to run into a buzz saw. 

Mr. Ricexr. I don’t think many of those industries have moved to 
rural areas that I am familiar with that do not pay the minimum 
wage any more. 

Mr. Roosevett. If they do, you should not object to it because you 
will have no trouble with it. 

Mr. Rigete. I am talking about the purely industrial type of thing 
that is not allied to the agricultural economy. 

Mr. Roosevetr. That is my point. 

Now, you are turning around and saying there is a difference in the 
wage scale. I agree with you. 

Mr. Ricere. I am talking of an agricultural processing facility 
versus an industry that moves out in the area which is not processing 
all products, but is a chemical plant or a cellulose plant, or something 
like that. 

Mr. Roosevett. Let us take the Sunkist operation out in California 
In the processing end of that business you would not, I think, want to 
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claim that there were the same wages paid in the processing end of it 
as there was on the orchard part of i it, would you? 

Mr. Ricete. No; but I am saying ‘that there is a relationship there 
which is established by the competition which is a relative matter as 
between the skills and so forth. 

Mr. Roosrverr. It may have brought it up from the bottom, but it 
is still below the minimum. 

I think the California figures will show that it is around 80 cents 
an hour. 

Mr. Ricere. That is agricultural labor? 

Mr. Roosevetr. Agricultural labor. 

Mr. Riceir. I think it is a little more than that now, sir; 93 or 
something like that. 

Mr. Roosevetr. Well, we will not argue about a few cents. 

What I am afraid of is if you try, as both the Stennis and other bills 
would do, to exempt that processing part of the Sunkist operation out 
there you are just going to run right into the reverse of the thing, I 
am afraid. 

Mr. Rieeie. I think it depends upon the operation. If they are 
processing the product out on the farm and so forth 

Mr. Roosrvetr. I would agree with that. 

If you could write that law I would be 100 percent with you, but the 
trouble is that the bills that you have advocated here do not do that. 

Mr. Ricere. I am talking about the principle of the bills, Mr. 
Congressman. 

Mr. Roosrvetr. W ell, I may have to go along with you on the prin- 
= as you have explained it. 

hat is all, Mr. Chairman. Thank you very much. 

Mr. Lanprum. Thank you, Mr. Riggle. We appreciate your pres- 
ence, and we regret having this delay, but the quorum call made it 
necessary. 

Mr. Ricerx. Thank you, Mr. Chairman. 

Mr. Lanprum. The subcommittee is adjourned. We will meet 
again on Tuesday, May 17. 

(Thereupon, at 1 p.m., the subcommittee was recessed, to reconvene 
at 10a.m., Tuesday, May 17, 1960.) 
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TUESDAY, MAY 17, 1960 


House or REPRESENTATIVES, 
SuscoMMITreE oN Lapor STANDARDS, 
OF THE COMMITTEE ON EpucaTion AnD Lagor, 
Washington, D.C. 

The subcommittee met, pursuant to recess, in room 429, Old House 
Office Building, at 10 a.m., Hon. James Roosevelt, presiding. 

Present: Representatives Roosevelt (presiding), Dent, Pucinski, 
Ayres, and Hiestand. 

Also present: L. K. Alderman, Jr., chief clerk, and W. Wilson 
Young, subcommittee counsel. 

Mr. Roosevett. The committee will come to order, please. 

The Chair regrets to announce that our chairman, Congressman 
Phillip Landrum, is absent today because of the unexpected and very 
sad passing of his father. 

On behalf of all of the members of the committee, we wish to extend 
our great sympathy to our colleague and friend, chairman of this 
subcommittee, and to his family. 

The Chair would like to say that we have a very difficult schedule 
this morning. We have four witnesses on H.R. 9801 and four wit- 
nesses on H.R. 4488, and companion bills. 

It is going to be necessary, therefore, that we summarize any state- 
ment which is longer than five or six pages and shorten our session 
as much as possible in order to give everybody a reasonably fair 
opportunity. 

The first witness this morning before the committee is Prof. Jacobus 
tenBroek. 

Professor, if you will come forward. I believe you are president 
ofthe National Federation of the Blind. 

Dr. ren Broek. That is correct. 

Mr. Roosrvert. You appear in that capacity, although as a fellow 
Californian we recognize you as a very distinguished citizen of Cali- 
fornia with many contributions to the welfare of our State. 

Dr. TEN Broek. Thank you, sir. 


(A statement of Congressman Jeffery Cohelan, of California, 
ollows :) 


STATEMENT OF CONGRESSMAN JEFFERY COHELAN, A REPRESENT- 
ATIVE IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Conetan. Mr. Chairman and members of the committee, I am 
tonored to have this opportunity of introducing to you a distinguished 
Californian whom many of you already know by reputation and from 

Is humerous prior appearances before committees of Congress, 
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He is Dr. Jacobus tenBroek, one of the Nation’s outstanding av. 
thorities on constitutional law and public welfare, and the foremos 
spokesman for the organized blind people of America. 

Dr. tenBroek’s record of accomplishment speaks for itself -aad 
needs no comment. He is a professor and chairman of his depart 
ment at the University of California at Berkeley. He is the author 
of three widely influential books and more than 60 monographs and 
articles in the fields of Government, law, and welfare—one of which 
won him the Woodrow Wilson Foundation prize, the highest award 
in political science, as the best book on democracy in the year of its 
publication. 

Professor tenBroek is the holder of six academic degrees: Bachelor 
of arts, master of arts, bachelor of laws, and doctor of jurisprudence 
from the University of California; doctor of the science of jurispri- 
dence from Harvard University; and doctor of laws from Findlay 
College. He has taught, in addition to the University of California, 
at the law schools of the University of Chicago and the University of 
Colorado, and early in his career was a Brandeis Research Felloy 
at Harvard University. 

Blind himself since early childhood, Dr. tenBroek is the president 
and principal founder of the National Federation of the Blind, whic 
this year celebrates its 20th anniversary. This truly national feden- 
tion of sightless men and women now has affiliated statewide associs 
tions in 47 of our States and individual blind members in all of them, 
It is compelling testimony to the leadership capacities of Dr. ter 
Broek that he has been regularly reelected as president at every alter 
nate national convention of the federation since 1940. 

Somehow this tireless man has managed to find time from his 
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career as scholar and educator and his avocation as leader of a vitdlf None 
social movement to serve as a member of the State board of social Ma: 
welfare in California. First appointed to this position by Gov. Eat or soc 
Warren 10 years ago, he was elected to the chairmanship by his ff pensa 
low board members earlier this year. He is also a member of th Ip , 
President’s Committee on Employment of the Handicapped amtf lackin 


president of the American Brotherhood for the Blind. 

May I present Dr. Jacobus tenBroek. 

Mr. Roosrvert. We are happy to have you, sir. You may proceel 
in your own way. 


STATEMENT OF JACOBUS tenBROEK, PRESIDENT, NATIONAL 
FEDERATION OF THE BLIND, INC. 


Dr. TenBrorx. Mr. Chairman, I shall try to adhere to your at 
monition to reduce my statement to a summary since it clearly is mor 
than the indicated five or six pages. 
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Mr. Roosevetr. We will appreciate it very much, sir. ji 
Dr. renBrork. My testimony deals with H.R. 9801. The bliné 
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support and urge your approval of this legislation. 
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I call your attention to this particularly because the title is some- 
what incorrect. The bill will raise the minimum wage for employees 
in sheltered workshops for the blind to 40 cents an hour, or to 40 per- 
ent of the minimum established by the Fair Labor Standards Act 
beginning in January 1961 and the periodic increases will occur 
thereafter. 

There are roughly a hundred sheltered workshops providing em- 
ployment primarily to persons who are blind. Approximately 5,000 
sightless men and women presently at work in these noncompetitive 
sheltered shops. Fifty-five of them are affiliated with the National 
Industries of the Blind, an organization chiefly responsible for sale of 
blind-made goods to the Federal Government under provisions of the 
Wagner-O’Day Act. 

At least 85 of the 100 workshops for the blind hold certificates of 
exemption from the Department of Labor issued under section 14 of 
the Fair Labor Standards Act of 1938, permitting the payment of 
wages below the minimum set by the act. 

Cnding to the most recent official information given by the De- 
partment of Labor at all publicly, the average wage in the workshops 
is53 cents per hour. 

It is known to fall as low as 10 cents. 

The Department of Labor indicates that our bill would affect im- 
mediately, upon January 1, 1961, approximately 100 blind workers 
who now receive less than 40 cents an hour. It is not only the scale of 
wages in sheltered workshops for the blind which is submarginal by 
any reasonable standard of decency and health, for these workers are 
more than the forgotten members of our work force. They are in 
many respects also legally disenfranchised and socially disparaged. 
None of them possesses the privilege of collective bargaining. 

Many of them are without the benefits of workman’s compensation 
or social security and nearly all are deprived of unemployment com- 
pensation. 

In short, the blind employees of sheltered workshops are generally 
lacking in the prerequisites and amenities of the ordinary and ac- 
cepted gains of organized labor and are thus far unable to seek them 
by their own efforts. 

As a consequence, they are literally and totally dependent not by 
virtue of their blindness, but their neglect of social and economic 
conditions upon the diseretion of the workshop manager. 

_H.R. 9801 would not create a complete solution for all these depriva- 
tions of blind shopworkers, but it would help directly to meet the 
most urgent of their needs, that for adequate minimum wage pro- 
tection. 

The national minimum wage as set by law for industries covered 
by the act is, as you know now, $1 an hour. Nearly twice the prevail- 
weg wage for blind shopworkers. 

To the end of affording immediate, as well as long-term relief from 
this inequity, the bill which is before this committee would increase 
o 40 cents per hour the minimum wage for blind shopworkers in 


ts p{l961 and provide for 10 cents an hour increase for each year there- 


ifter through 1964 until a total minimum of 80 percent of the current 
Werage under the act will be reached. 
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Obviously, this standard in 1963—when sixty cents is the mini- 
mum—will only be seven cents above the average for sheltered work. 
shop workers now. 

This is an extremely modest and realistic proposal. I want to 
emphasize that as much as I can. This is not immediately or for year 
to come going to create any very great dislocation of things as they 
now stand. 

Our hope is to make a start, to lay down a principle so that gradu. 
ally progress can be made. Wages in the sheltered industries should 
immediately be brought at least to this bare minimum of 40 cents a 
hour. 

However, as a matter of expediency, that minimum is sears 
efficiency and the need for readjustment of shop management whi 
will take a period of some years. 

If we were to talk about principle, we would, of course, assert 
very strongly there is no justification whatsoever for an exemption 
from the minimum wage provisions of the act at all. 

Blind workers like other workers should be protected by minimum 
wage provisions of the Fair Labor Standards Act and that should 
begin immediately. 

But, as I say, we are setting forth this very moderate and modest 
se ear as a means of making a start on what will be a problem of 
readjustment in the shops. 

The grossly substandard wages currently and traditionally paid t 
blind workers in sheltered workshops are part of a vicious circle it 
which unproductive and all but unmarketable output compels both 
outside subsidy and low wages which in turn reinforces the public 
stereotype of the blind as incapable and inferior and economically 
dependent. 

The provision of minimum wage protection would provide one way 
to break through this vicious circle and to stimulate efforts on the 
part of all concerned to remove the shelter and to modernize the sh 

Now, in my statement which is before you, I spend some time going 
over the various functions of the sheltered workshop. As they ar 
conceived today they consist primarily of three. They consist of using 
the workshop as training centers for rehabilitation or, as some prefet 
to call them, adjustment centers, vocational adjustment centers. 

In the second place, they are used as places for therapeutic em- 
ployment. That is, a work place for persons who are not expecte 
to be remunerated on any standard of competition, but for whom i 
is believed work is useful and helpful and that work is provided» 
the shops. 

In the third place, the shops are, themselves, regarded as permanelt 
places of employment. 

In my written statement I indicate the dangers resulting to al 
three of these functions from their admixture or their congloule 
tion in the shops. 

For the most part, if the shops are to be viewed as places of elt- 
ployment, they do not constitute suitable facilities for the training 
of persons who are thereafter expected to be placed in outside em 
ployment. 

The sheltered workshops for the most part do not have the oe 
of equipment, they do not have the atmosphere, they do not have 
incentives which are necessary to rehabilitation. 
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In fact, I have a very striking statement in my printed statement 
from sheltered shop officials who indicate that in order to keep their 
shops going and provide opportunities for inefficient workers, it is 
necessary for them to keep efficient workers in the shops. In other 
words, not to encourage their placement in outside employment. 

For these reasons, plus the general historical background of the 
shops which involves them in a tradition of the almshouse and the 
workhouse, for these various reasons I have concluded with support- 
ing data given in my statement, that the sheltered shops are not suit- 
able places for rehabilitation training or as vocational adjustment 
centers. 

This point is given particular emphasis by a recent ruling of the 
National Labor Relations Board which was handed down in March 
of this year. It involved a petition against the Sheltered Workshops 
of San Diego, Calif., Inc., by the United Association of Handicapped. 
The National Labor Relations Board ruling will, of course, apply to 
other sheltered shops as well. 

In a majority ruling of three to two, the board held that the work- 
shops’ purposes are directed entirely toward rehabilitation of un- 
employable persons. 

That is, commercial activities should be viewed only as a means 
to that end, that the workshop was, therefore, not an employer in the 
customary sense of that term and accordingly that its participants— 
note the word—were not to be regarded as employees entitled to the 
protection of their bargaining rights and other conditions of employ- 
ment. 

The consequences of this majority ruling in the NLRB for the 
blind and other disabled groups are certain to be as retrogressive as 
they will be far reaching. 

Among other things the decision may be expected to encourage the 
utilization and support of sheltered workshops within the public pro- 
gram of vocational rehabilitation with negative effects upon the 
comseling, training and placement of employable blind persons 
within the program. 

Mr. Roosrverr. Professor, has that ruling been appealed ? 

Dr. renBrork. That ruling has not been appealed, but the em- 
ployees association and the National Federation of the Blind, are 
presently reviewing the ruling with an eye to a possible appeal. 

Mr. Roosrvett. Thank you. 

Dr. teNBroex. More immediately, the ruling destroys the efforts 
on the part of disabled shopworkers to gain recognition and ameliora- 
tion of their submarginal working conditions through collective bar- 
gaining. 

It sanctifies their exemptions from the minimum wage provisions of 
the Fair Labor Standards Act and by denying the jurisdiction of the 
National Labor Relations Act it throws them literally upon the 
mercies of workshop managers and controlling agencies. 

In a word, the NLRB action not only perpetuates, but greatly in- 
tensifies the economic dependency and personal helplessness of work- 
shop employees. 

It does so, moreover, in the name of the high purpose of personal and 
vocational rehabilitation. 

These considerations refer to the usefulness of sheltered workshops 
within the context of vocational rehabilitation. 
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Let us look for a moment at the other side of the coin, at the cage 
for their consideration as establishments of terminal or permanent 
employment for blind workers. 

This is in hard fact their traditional and still their most chap. 
acteristic role. 

Whether or not and to whatever extent they may come to depend 
upon outside subsidy or philanthropy, whether or not they are brought 
within the purview of vocational rehabilitation, whether or not they 
have an incidental function of the therapeutic or moral assistance 
to their workers, it is undeniable that in virtually all sheltered work. 
shops these blind workers are employed for wages in commercial or 
industrial pursuits. 

On these practical grounds alone, the employees of workshops 
patently deserve and require the same protection of their rights as 
other workers in industry, specifically with regard to such conditions 
as wages, hours, perquisites of management relations and the like, 

Thus far, of course, as indicated by this decision the rights of col 
jective bargaining are denied to the workers. 

As I have indicated earlier, they possess none of the usual rights 
of labor—those dealing with unemployment compensation, workman’ 
compensation, some sort of collective organization to deal with man- 
agement and the like. 

The minority view of the National Labor Relations Board ; namely, 
the Chairman and one other member, makes what I regard as a very 
excellent and solid answer to the majority. It points out that the 
workers in the shop—here, again, called participants—are placed in 
a work situation—in this particular shop they worked on aireratt 
parts—the overwhelming percentage of the income from the shop 
was derived from their labor, only a small percentage of it from pub 
lic solicitation, 

The workers were laid off when work was slack. They were com- 
pensated on a basis somewhat related to their production and their 
capacity. 

In these circumstances the minority says that, as I say—it seems to 
me quite correctly—that the workers in the shop ought to be treated 
as workers or as employees entitled to, and the shop managers as the 
employer, entitled to the operation of the National Labor Relation 
Act. 

I have indicated in my written statement some of the types of ae 
tivities, work production activities in the shop, and, also, the relative 
competitive situation of the shops. 

I also produce for you some statements from the San Diego Journal 
of some years ago severely criticizing the shops following a survej, 
on the ground that they are frustrating the opportunities for ® 
habilitation of many people and at the same time do not provide 
productive work opportunities. 

I then produce a statement, and a very recent press release, from 
Georgia, indicating some of the types of harassment which worke® 
in the shops down there have been subjected to. 4 

The significance of this Georgia report is not so much in the ex 
tence of such malicious and long-term persecution as in the fact that 
the blind workshop employees were powerless to prevent it and doubt 
less fearful even of reporting it. 
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Their apprehension and virtual helplessness even in the face of such 
brutality are only a more dramatic illustration of the common and 
characteristic conditions under which the blind workshop employee 
labors throughout the country. ; 

Lacking unemployment compensation, he cannot simply leave his 
job and be assured of security until he locates another. Nor is there 
open to him the normal range of job choices in the ordinary com- 
munity which shares a pervasive assumption of his incompetence and 
helplessness. 

urthermore, working as he does at wages well below the minimum 
ind frequently even below the standards of relief, it is the rare blind 
shop employee who can accumulate such savings to see him through 
aperiod of transition from one job to another. 

Finally, the gross inadequacy of his wages instills in the sightless 

rson a conviction of his own inadequacy and inferiority, a self- 
mage of helplessness which destroys the possibility of that confidence 
in himself, which is the first step on the road to independence and 
svlf-support. 

We believe that the passage of H.R. 9801, establishing minimum 
wage protection for blind employees of sheltered workshops, will in- 
strumentally assist the blind worker to take that first step. 

That it will in a modest and eminently practical way help to adjust 
the conditions of sheltered workshops to the standards and require- 
ments of modern industrial society and most important of all, that it 
will contribute to the full realization of rehabilitation and ultimate 
vlf-sufliciency of the many thousands of blind men and women—for 
whom the provisions are designed. 

The passage of this legislation will do more than that. It will 
reflect the recognition of Congress that those who work in sheltered 
shops are workers and those who employ them are employers. 

It will make it difficult, if not impossible, for the management of 
sheltered industries to persevere in the fiction that they are something 
ele than industries, performing something more fundamental than 
the production of commodities, however noncompetitive or outmoded, 
for sale on the commercial market. 

Thank you very much, Mr. Chairman. I appreciate the oppor- 
tunity to come before you and support this bill. 

I shall be happy to answer any questions or try to answer any 
questions that you might wish to put. 

(The formal statement of Dr. tenBroek follows :) 


TESTIMONY BY PROF. JACOBUS TENBROEK, PRESIDENT, NATIONAL FEDERATION 
OF THE BLIND, INC. 


Mr, Chairman and members of the committee, my name is Jacobus tenBroek. 
Iam president of the National Federation of the Blind, professor and depart- 
ment chairman at the University of California, and chairman of the California 
State Board of Social Welfare. Today I am appearing before you only in the 
first of these capacities—as president of a Nationwide organization of blind 
hen and women with affiliated associations of the blind in 46 States. The 
National Federation is not an agency for the blind, or a charitable group working 
ii their behalf; it is blind people speaking for themselves. 

We strongly support and urge your approval of H.R. 9801, a bill to increase 
0 40 cents per hour the minimum wage applicable to blind employees in 
_ workshops, and to provide for periodic increases beginning January 1, 
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There are today across the country more than 100 sheltered works 
providing employment primarily to persons who are blind. Approximately 
5,000 sightless men and women are presently at work in these noncompetitiye 
sheltered shops; 55 of these are affiliated with the National Industries for the 
Blind, an organization chiefly responsible for the sale of blind-made goods ty 
the Federal Government under provisions of the Wagner-O’Day Act (title 4], 
U.S.C.A., sec. 16 et seq.). 

At least 85 of the 100 workshops for the blind hold certificates of exemption 
from the Department of Labor, issued under section 14 of the Fair Labor 
Standards Act of 1938, permitting the payment of wages below the minimum ge 
by the act. According to the most recent official information, the average wage 
in the workshops is 53 cents per hour—and it is known to fall as low ag 
cents per hour. 

It is not only the scale of wages in sheltered workshops for the blind whid 
is submarginal by any reasonable standard of decency and health. Fo 
these workers are more than the forgotten members of our work force; the 
are in many respects also legally disfranchised and socially disparaged. Non 
of them possess the privileges of collective bargaining. Many of them ar 
without the benefits of workmen’s compensation or social security, and nearly 
all are deprived of unemployment compensation. In short, the blind employees 
of sheltered workshops are generally, lacking in the perquisities and amenities 
the ordinary and accepted gains, of organized labor—and are thus far unable 
to seek them by their own efforts. As a consequence they are literally ani 
totally dependent—not by virtue of their blindness but of their neglected social 
and economic condition—upon the benevolence and discretion of workshop 
managers. 

H.R. 9801 would not create a complete solution for all these deprivations of 
blind shopworkers; but it would help directly to meet the most urgent of their 
needs: that for adequate minimum-wage protection. The national minimu 
wage as set by law for industrial employment is $1 per hour—nearly twice that 
which now prevails in workshops for the blind. To the end of affording im 
mediate as well as long-term relief from this inequity, the bill which is before 
this committee would increase to 40 cents per hour the minimum wage for blind 
shopworkers and provide for periodic increases beginning next January of I 
percent per year of the minimum wage under section 6A(1) of the Fair Labo 
Standards Act, up to a maximum of 80 percent. In concrete terms, as the mini 
mum wage now stands, the bill proposes a minimum wage of 40 cents for the 
year 1961 and 50 cents for 1962. During 1963 the minimum wage permitted 
under the bill would be 60 cents—only 7 cents above the current existing average 
in sheltered shops. This is an extremely modest and realistic proposal. B 
principle, of course, wages in these sheltered industries should immediately 
brought to the level of the Fair Labor Standards Act. However, as a matterol 
expediency and due consideration for the readjustment involved on the part of 
shop managers, the moderate provisions of the present bill are recommended. 

The first sheltered workshop for the blind in America was established 12) 
years ago, in 1840, by the Perkins School for the Blind at Watertown, Mass 
Since that time both the number of workshops and the number of blind persons 
employed in them have mushroomed enormously ; but their goals and methods of 
production, as well as their underlying custodial philosophy, have changed very 
little. Nearly a century after the founding of the first sheltered shop—despilt 
the broad advances in vocational rehabilitation and in public recognition of th 
normality and competence of the blind—a prominent American educator eoull 
write: “It is generally conceded by those who have given the subject mut 
thought * * * that the handicrafts in which the blind can do first-class wor 
are very limited in number, with basketry, weaving, knitting, broom and bru 
making, and chair caning as the most promising and most thoroughly tried out’ 
(Richard S. French, “From Homer to Helen Keller: A Social and Education#l 
Study of the Blind,” 1932.) That these are still the usual and characteristit 
products of blind workshops is borne out by a review of the 1954 “Directory @ 
Activities for the Blind in the United States and Canada,” compiled by the 
American Foundation for the Blind. 

The grossly substandard wages currently and traditionally paid to blini 
workers in sheltered workshops are part of a “vicious circle” in which unpt 
ductive and all but unmarketable output compels both outside subsidy and 10 
wages, which in turn reinforce the public stereotype of the blind as incapable 
inferior, and economically dependent. The provision of minimum-wage Pt 
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tection would provide one way to break through this vicious circle and the 
stimulate efforts on the part of all concerned to remove the “shelter” and 
modernize the workshop. 

Sheltered workshops perform, at the present time, two principal functions— 
functions which are not only distinct but in important respects openly in conflict. 
The workshops may be, and are, regarded either as training centers for voca- 
tional rehabilitation, or as places of permanent employment for handcapped 
workers. It is therefore worthwhile, in connection with the present bill, to 
review briefly the dangers and difficulties presented by the contemplated use of 
sheltered workshops for the blind in either of these capacities. 

Most serious of all are the dangers which accompany any use of workshops as 
training centers within the public program of vocational rehabilitation. The 
avowed objectives of the vocational rehabilitation program are those of skilled 
training and placement of the disabled person in normal competitive industry 
and commerce. But these goals are directly contracted by the tradition, the 
psychology, and the economics of sheltered workshops. 

First of all, the very environment of such institutions is not conducive to the 
restoration of confidence and the retraining of competitive skills on the part of 
the handicapped worker. Where he is shuffled together, for purposes of re- 
habilitation training, with others beyond hope or capacity for rehabilitation, for 
whom the workshop is a place of terminal employment if ‘not a last refuge from 
the world; where working facilities and methods are geared to outmoded handi- 
crafts such as broommaking and chaircaning ; and where the general atmosphere 
is one of defeatism if not of outright despair, it is obvious that the paramount 
objectives of vocational rehabilitation cannot be served but only undermined. 

But these goals are still more seriously compromised by the notorious reluc- 
tance of workshop managers to carry out their assigned responsibility for voca- 
tional rehabilitation—namely, that if graduating their clients to normal out- 
side employment as soon as their training is completed. This widespread failure 
is understandable, if inexcusable. Since the managers are interested in main- 
taining their output at a high level, they are correspondingly reluctant to 
release those of their workers who have proved most efficient and productive. 
This simpie reason is, however, usually disguised in a maze of rationalization— 
as Witness the recent statement of two workshop officials, in an article written 
forthe New Outlook for the Blind: “We strongly feel that the quality of a shop 
should not be sacrificed for the few especially gifted workers who want outside 
work. On the other hand, these capable workers who choose to remain in the 
production shop do so of their own free will, because they feel ‘important’ and 
necessary in their jobs. And necessary they are because through their efforts 
and better skills, we are enabled to provide other good jobs and opportunities to 
those who need them * * *. We believe it is a greater wrong to deprive the 
least fortunate of such opportunities than to retain a more capable person in 
the workshop. Frequently the statement has been made that the more capable 
blind should be moved out in order to make room for others. In our case, the 
employment of capable blind persons has enabled us to provide more jobs for 
those who would otherwise be unemployed.” 

This evident determination of workshop managers to retain their workers— 
at whatever cost to the latter in terms of vocational rehabilitation—is still 
further underlined by the following statement of the same authors, which inci- 
dentally betrays the persuasive argument commonly used to dissuade blind 
employees from leaving the shelter of the workshop: “Some blind people need 
to feel the satisfaction that they work alongside sighted persons. On the other 
hand, he may never feel quite secure in times of business depression or factory 
layoff and seasonal work; and management is not necessarily dedicated to his 
employment. Also, unless he is exceptionally capable and aggressive he has 
Problems of competing, of meeting minimum production quotas established on 
the basis of vision, and he may feel he is being tolerated just because he is 
handicapped. Also, his chances of promotion and advancement are negligible 
and in some instances nonexistent.” 

As these comments clearly demonstrate, the tendency of workshop managers, 
even within the vocational rehabilitation program, is to adhere to the tradi- 
tional role of the shops as permanent employment outlets and thus to circum- 
vent the primary goals of vocational rehabilitation. Moreover, this tendency 
is supplemented by the kindred desire of rehabilitation administrators to make 
use of the workshops as a “dumping grounds” for those clients—most notably 
the blind—whose placement in normal competitive industry is difficult and time 
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consuming. From the standpoint of economy and rapid turnover of the cage 
load, administrators are inclined to fall back upon sheltered employment as ap 
available “closure” which in effect removes the need for placement services and 
efforts. Thus, between the concern of the workshop manager to retain his 
employees and the desire of the rehabilitation administrator to find a convenient 
solution to the placement problem, the blind person seeking to attain a normal 
status of economic independence, self-sufficiency, and self-respect finds himself 
commonly trapped and perpetuated in dependency. 

The principal dangers involved in the effort to enlist sheltered workshops 
as training centers for vocational rehabilitation has been well stated by Mr 
Thomas Drake, director of the British rehabilitation center for the newly 
blinded: “Vocational training is still part of the process and it is not until the 
individual is finally placed in satisfactory, gainful employment, that the process 
of industrial rehabilitation can be considered complete, The whole course of in- 
dustrial rehabilitation covers all phases of his comeback, as it were, from the 
time he loses his sighted occupation to his return to employment as a blind 
person * * *. Important and necessary as this step-by-step process toward the 
final goal of employment is, if the ultimate objective is not obtained, the 
accrued benefits will be lost, retrogression will take place, and he will soon 
be back in a state similar to that in the early stages of blindness. The high 
morale, self-confidence, will and determination to succeed and his hopes for the 
future will be dissipated, giving way to disillusionment, bitter disappointment, 
demoralization, and lack of faith—not only in himself, but in all those who have 
misled him into believing he could werk again.’ No clearer expression cout 
be made of the urgent and immediate need, at the very least, of adjusting 
wages and other conditions in sheltered workshops to a level consistent with 
democratic dignity and self-respect, as well as with the avowed vocational ob 
jectives of the public rehabilitation program. 

Finally, it should be noted that the historic associations of sheltered work 
shops with the workhouse, the almshouse, the asylum and the church of the 
middle ages have left an indelible mark upon the majority of present-day shops, 
giving them often the character of agencies for moral uplift and salvation 
rather than that of client-centered means to the restoration of productive 
eapacities. The goals of spiritual regeneration, however valuable, are not the 
same as those of vocational rehabilitation. Institutions which are primarily 
concerned with the morals and souls of their clients are unlikely either to be 
sufficiently motivated or professionally qualified in the more mundane areas 
of vocational guidance, training, and selective placement. 

The view that sheltered workshops are properly to be regarded as instre 
ments of vocational rehabilitation, rather than as places of employment, has 
recently received the sanction of the National Labor Relations Board. 
Board’s decision was handed down in March of this year in connection 
a petition filed against the Sheltered Workshops of San Diego, Inc., by the 
United Association of Handicapped (NLRB Case No. 21—-RC-5825). The ruling 
will of course be applicable to other sheltered shops in similar circumstances 
In a majority ruling of three to two, the Board held that “the workshop’ 
purposes are directed entirely toward rehabilitation of unemployable persons” 
that “its commercial activities should be viewed only as a means to that end.” 
that the workshop was therefore not an employer in the customary sense of 
that term, and accordingly that its “participants” were not to be regarded 
as employees entitled to the protection of their bargaining rights and othe? 
conditions of employment. 

The consequences of this majority ruling by the NLRB, for the blind an 
other disabled groups, are certain to be as retrogressive as they will be fat 
reaching. Among other things, the decision may be expected to encourage tht 
utilization and support of sheltered workshops within the public program | 
vocational rehabilitation, with negative effects upon the counseling, training, 
placement of employable blind persons within the program. More immediately, 


the ruling destroys the efforts on the part of disabled shopworkers to gain recog ]. 


nition and amelioration of their submarginal working conditions through co 
lective bargaining; it sanctifies their exemption from the minimum wage 
provisions of the Fair Labor Standards Act, and, by denying the jurisdiction of 
the National Labor Relations Act it throws them literally upon the mercies of 
workshop managers and controlling agencies. In a word, the NLRB actiol 
not only perpetuates but greatly intensifies the economic dependency and per 
sonal helplessness of workshop employees. It does so, moreover, in the name 
of the high purposes of personal and vocational rehabilitation. 
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The foregoing considerations refer to the usefulness of sheltered workshops 
within the context of vocational rehabilitation. Let us now look briefly at the 
other side of the coin—at the case for their consideration as establishments of 
terminal or permanent employment for blind workers. This is, in hard fact, 
their traditional and still their most characteristic role. Whether or not, and 
to whatever extent, they may come to depend upon outside subsidy or 
phianthropy ; whether or not they are brought within the purview of vocational 
rehabilitation; whether or not they have an incidental function of therapeutic 
or moral assistance to their workers—it is undeniable that in virtually all 
sheltered workshops these blind workers are employed for wages in commercial 
or industrial pursuits. On these practical terms, the employees of workshops 
patently deserve and require the same protection of their rights as do workers 
in other industries: specifically, with regard to such conditions as wages, hours, 
perquisites, labor-management relations, and the like. 

hus far, the full right of collective bargaining and normalized labor relations 
bas effectually been denied to the blind men and women who work in sheltered 
workshops. But it is relevant to the present proposal to extend minimum wage 
protection to such workers to note the words of the Chairman and one member 
of the NLRB in their minority opinion with respect to the above-mentioned 
petition by the United Association of Handicapped for jurisdiction under the 
National Labor Relations Act: “The workshop (concerned) requires regular 
and sustained work from the participants in its rehabilitation program. That 
program is largely dependent on the income derived from the services performed 
by the participants. The workshop provides the facilities for such work, utilizes 
the clients’ labors in producing a work product or service which is salable in 
regular commercial channels, regulates their hours of work, and pays them at 
rates which take into account to some extent differences in proficiency and 
productivity. It pays them for vacations, it docks them for time lost from 
work, and it lays them off when work is slack. In general, it expects them to 
work, and pays them in accordance with their capacities.” Finally, the minority 
report notes “that the exemption from the minimum wage requirements of the 
Fair Labor Standards Act which the workshop enjoys is granted by the Wage 
and Hour Division on the premise that an employer-employee relationship exists.” 

Not only does the Fair Labor Standards Act, by virtue of this exemption, 
treat sheltered workshops as places of employment, but the definition of “‘shel- 
tered workshop” under Public Law 565 (governing the Federal-State vocational 
rehabilitation program) also recognizes the employment status of the shops. A 
sheltered shop is defined in 401.1(x) of the Federal regulations as an institution 
“which is operated for the primary purpose of providing remunerative employ- 
nent to severely handicapped individuals. * * *” 

The fundamental fact is, then, that blind workers in sheltered workshops are 
just that: they are workers, employees, frequently supporting their own families 
and invariably seeking to maintain their livelihood in the face of rising living 
costs and living standards—to say nothing of the special expenses incident«to 
blindness. On this score alone, the need and justification of adequate wage pro- 
tection should be manifest. Sometimes, however, these blind workers are also 
performing ordinary industrial operations at wages far below the ordinary— 
Which is to say that they are in the fullest sense the victims of exploitation. 
Some sheltered workshops, for example, are engaged in processing equipment 
o subcontract for private industries in the community—an arrangement which 
Permits such work to be done much more cheaply than would be possible at the 
level of wages set by the Fair Labor Standards Act. The supplemental data 
sheet provided by the Department of Labor to applicants for certificates of ex- 
emption from minimum wage provisions clearly states: “The wage rates paid 
cients working at piece rates shall not be less than the piece rates paid non- 
handicapped employees engaged in the same work in the vicinity in regular com- 
mericial industry maintaining approved labor standards. The wage rates paid 
cients working at time rates shall-be-based: on the-prevailing rate in the vicinity 
in regular commercal industry maintaining approved labor standards, taking 
'nto account the type, quality, and quanity of work produced by the client.” 
Unfortunately, these regulations of the Department of Labor have not prevented 
the practice of performing such labor at lower rates than those prevailing in 
the community—largely because the Department has neither properly investi- 
fated the prevailing rates in the workshops nor adequately supervised the de- 
‘rmination of piece-rate output which must be considered in establishing time 
tates. Thus the sheltered shopworkers involved are in effect exploited for the 
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benefit of certain industries and at the expense of other industries in the same 
community. 
Several years ago the San Diego, Calif., Journal published a series of articles 
surveying the sheltered workshops for the blind of that State. The major 
conclusions of the survey were that “California’s blind are being exploited’ 
by workshop management; that “they are working at substandard wages that 
are steadily dropping”; that “they are harassed and intimidated to spur pro 
duction”; that they work “without benefit of retirement pay, unemployment 
compensation or sick leave’; and that “they are making goods for nonblind 
salesmen who capitalize on public sympathy for ‘blind made’ products.” The 
newspaper study declared that the State’s workshop system “has put almost 
all of California’s 16,000 blind in a position where they must abandon hope of 
learning a trade and returning to organized society as useful citizens. The 
accent in California is not on rehabilitation. It is on production, production, 
more production.” 
Since that survey was published the State of California has made substantial 
efforts to correct the worst of these conditions; last year, for example, the 
legislature provided unemployment compensation for workers in sheltered work 
shops, and such workers have also been brought under social security and work 
men’s compensation insurance. Meanwhile, evidence that the conditions of 
intimidation and harassment reported by the San Diego Journal are still e@ 
countered in workshops for the blind is contained in this recent press dispatch 
from Atlanta, Ga.: “The manager of a State workshop for the blind has bee 
fired for putting salt in blind employees’ water, dropping objects behind them 
and snapping shears near their ears, officials say. Hugh Terrell said he dropped 
metal drums and cold drink boxes to keep the blind persons alert when they 
looked as if they might be asleep, investigators reported Tuesday. Robert 
Hall, head of the State law department’s criminal division, said Terrell’s rea 
sons for committing the other acts were vague. He said an investigation 
showed Terrell had been harassing employees for several years.” 
The significance of this report is not so much in the existence of such maliciou 
and long-term persecution as in the fact that the blind workshop employees were 
powerless to prevent it, and doubtless fearful even of reporting it. Their appre 
hensions and virtual helplessness even in the face of such brutality are onlya 
more dramatic illustration of the common and characteristic condition unde 
which the blind workshop employee labors throughout the country. Lacking w 
employment compensation, he cannot simply leave his job and be assured of 
security until he locates another. Nor is there open to him the normal range 
of job choices in the ordinary community which shares a pervasive assumpti0 
of his incompetence and helplessness. Furthermore, working as he does at wages 
well below the legal minimum and frequently below even the standards of relief 
it is the rare blind shop employee who can accumulate sufficient savings to se 
him through a period of transition from one job to another. Finally, the gros 
inadequacy of his wages instills in the sightless person a conviction of his ow 
inadequacy and inferiority—a self-image of helplessness which destroys the po 
sibility of that confidence in himself which is the first step on the road to inde 
pendence and self-support. 
We believe that the passage of H.R. 9801, establishing minimum wage prote 








tion for blind employees of sheltered workshops, will instrumentally assist tht 
blind worker to take that first step; that it will, in a modest and eminently pra 
ticable way, help to adjust the conditions of sheltered workshops to the stani 
ards and requirements of modern industrial society; and, most important of al 
that it will contribute to the full rehabilitation and ultimate self-sufficiency @ 
the many thousands of blind men and women whom its provisions directly affet 
The passage of this legislation will do more than that. It will reflect the 

nition of Congress that those who work in sheltered shops are workers, and thi! 
those who employ them are employers. It will make it difficult if not im } 
for the management of sheltered industries to persevere in the fiction that 
are something else than industries performing something more fundamental thal 
the production of commodities (however noncompetitive or outmoded) for salt 
on the commercial market. 


Mr. Roosrevert. Thank you, Professor tenBroek. We are ver 


grateful to you. , 
Your testimony as prepared will be entered in full in the record. 
Dr. TeENBroex. Thank you. 
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Mr. Roosrvetr. I also would like to say we have with us our col- 
league, Congressman Jeffrey Cohelan, who is here and who has a 

repared statement that he would like to put into the record in your 
introduction and it will be inserted without objection just prior to the 
appearance of Professor tenBroek. 

Dr. renBroek. Thank you, sir. 

Mr. Rooseveur. I would like to comment very briefly for 1 minute 
and then I will let the committee members if they have any questions, 
put them to you. 

Dr. ren Broek. Yes. 

Mr. Roosrverr. You know, of course, that the Department of Labor 
has given to this committee an adverse report on this legislation ? 

Dr. ren Broek. Yes, 

Mr. Roosrveir, The point that they make, of course, the main point 
that they make outside of some technical criticisms of the bill is the 
fact that in their opinion this will eliminate some of the job oppor- 
tunities that are now available which would be removed from the 
commercial market for blind people. 

I wondered if you wanted to make a brief statement as to what 
effect on present employment you believe this would have. 

Dr. ren Broek. Yes, I very much would like to do that. 

First, may I make a comment on the technical criticisms of the 
bill. I think the technical criticisms are perfectly well taken. In this 
the two points mentioned the bill is technically deficient. 

As it now stands literally it would provide for an 80 percent of the 
minimum until January 1, in case it is passed before January 1, and 
then there will be a drop to 40 percent. 

The second point made by the Department is also true, namely, that 
the bill does not in so many words declare that in 1965 the 80 percent 
minimum wage will be in effect. 

These, however, are mere technicalities that any grammarian ought 
to be able to correct in 2 or 3 minutes, 

Mr. Roosrvetr, Yes, I think even this subcommittee can do that. 

Dr. rENBroeK. We hope that this subcommittee has the occasion to 
make the corrections and to pass the bill, sir. 

Now, as to the substantive point made by the Departement, I read 
the statement with considerable interest and care, and was in many 
my pleased with the ingratiating tone of it. 

t the same time, it seemed to me to embody the philosophy of em- 
ployers with respect to labor of, say, 50 years ago. 








. What the Department asks is that the situation be kept flexible so 
that the Department and the manager may determine to what wages 
any given individual shall be entitled. 

This, obviously, is a situation not to be desired from the point of 
view of the worker. It may very well be one that organized manage- 
ment would want, because then they can adjust pay to their income 
from public solicitation, other subsidies, and the production of the 
workers, or they can adjust it to their estimate of the individual’s 
capacities, or they can adjust it as a matter of discipline in the shop, 


] orthey can adjust it for personal reasons and so on. 


I think some of the data produced in my statement will indicate to 
you what sort of management exists in some of these shops. 
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Now, in other shops, management is of a very much higher caliber, 
but we are talking here of the rights of people, their need for a decent 
minimum wage on which to live and support themselves and their 
family and for all other workers this problem is handled by the estab- 
lishment of a minimum wage set down by Congress, in the Fair Labor 
Standards Act. 

All of the criticisms produced by the Department against our pro- 
osal are equally criticisms against the act of Congress known as the 
‘air Labor Standards Act. 

It is rigid—by mandate establishes a minimum, and all of the objec- 
tions raised by the Department to H.R. 9801 have been given by en- 
ployers with respect to the act of Congress, itself. 

Now, as to the special situation of these shops, that is as to the claim 
that minimum-wage exemptions are necessary in order to care for 
those blind persons who cannot produce up to this minimum, I think 
that our bill would have a very salutary effect in that respect because 
what it will eventually do is to compel a sorting out of the persons 
who are in these shops. Those who are there for rehabilitation train- 
ing ought to be receiving rehabilitation training in a facility which 
is geared and adapted to the purposes of that training. 

Those who are there, who are not productive, but who are there for 
work therany purposes, ought to be in a shop which is geared to that 
therapy and not to production. 

If you consider that a multiple-handicapped person who is not 
capable of considerable productive activity, is placed in one of these 
shops where other persons are engaged in productive work for pur- 
poses of remuneration you can see what an intolerable situation it is 
if you are trying to design a program which is merely for the purpose 
of providing work which will relieve idleness in persons who cannot 

roduce. 
i Such persons ought to have, I think, some work opportunity. I think 
basically there is therapy in that although the puritan notion that we 
all ought to work just because work is good for us seems to me long 
outlived in American society. 

We ought to work if there is some purpose and productivity in 
our work. . 

For therapeutic purposes, very severely disabled persons ouglit’ 
have work which is adjusted to the idea of therapy and not to the 
idea of production. 

Consequently, this bill would tend to sort out the therapy cases 
from the production cases and to make it possible and even necessary 
to provide the kind of facility for therapeutic work which will be 
therapeutic and not measured by production standards. 

Mr. Roostvetr. Thank you very much. 

Mr. Dent ¢ 

Mr. Dent. One thing, Professor, I note from your testimony here: 
This particular group almost has to depend entirely on legislative 
action either by local, State, or Federal’ Government 1m order to la 
it some of the economic rights and advantages that are denied t 
since they have no economic bargaining power. Is that what you arm 
trying to place before us, that particular proposition ? 

Dr. TeENBrorx. You have summarized my position admirably, 
Congressman. That is exactly the point. 
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There is no other method by which the rights of labor can be 
secured by the workers in the sheltered shops than by action of Con- 
gress, or some legislation. 

Mr. Dent. Then, Professor, it follows that the arguments made 
against this particular legislation as being out of line and in a matter 
of democratic action in the government that we should not pass legis- 
lation on a Federal base, in this field, does not hold water in your 
particular case, does it? 

Dr. rENBroek. That is my opinion, sir. 

Mr. Dent. Thank you very kindly. It is my opinion, too, Professor. 

Mr. Rooseverr. Mr. Hiestand. 

Mr. Hrenstanp. Dr. tenBroek, I am very much impressed and I 
confess I am being much educated in this situation. I am impressed 
that there are as many sheltered shops and as many opportunities 
for handicapped people to gain at least some part of their living. 

I appreciate the fact that they do not have bargaining power be- 
cause their field is limited. It is not a question of being able to go 
somewhere else and get a job. That makes a very different equation. 

Dr. renBrorx. That is right. 

Mr. Hrestanp. You expressed fear that employers could thus take 
aprentage of the handicapped. Has that happened, to your knowl- 
edge ¢ 

Dr. renBrorx. Well, Mr. Congressman, last March another sub- 
committee of the House Committee on Education and Labor held 
hearings for a period of 8 or 9 days on a bill before Congress designed 
to protect the right of blind persons to organize into an association 
of blind persons. I would be happy to refer you to the record of those 
hearings and to call your attention particularly to what evidence was 
produced there with respect to the pressures that are brought on 
sheltered shopworkers not to join associations of the blind, which may 
thereafter be active in helping to raise their conditions. 

This has gone on in a good many parts of the country and we pro- 
duce instances in which shop managers have simply indicated to 
workers if they join the local affiliates, say, for example, the National 
— of the Blind, they will simply be discharged from their 
work, 

We also produced other instances in which workers themselves in 
small groups attempted to organize for purposes of collective bar- 
gaining, with very drastic results to them in terms of what happened 
to their employment. 

So when you say, is there danger that these things will come about, 
Ithink the answer is that we have been realizing the danger for as 
long as we have had the sheltered workshops; that we realize the 
danger today ; that it will continue in the future. 

ow, I want to say again that I am not blanketing this sort of 
statement to all the sheltered shops. Some of them are quite well run 
but they are a rather small percentage of the total number, and even if 
you assume efficient management and upright management, honorable, 
responsible management, still the economic elements of the situation 
are such that the blind worker almost inevitably cannot. secure the 
nghts which go along with organized labor in modern democratic 
society. 
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Mr. Hresranp. I had the impression from your description of this 
whole question that employers in the sheltered shops had perhaps 
other than a profit motive, that they had some sort of ethical stand. 
ards, and that was one of the reasons why they were engaged in giving 
employment to handicapped people. 

Just now you said that the enlightened employers were a small 
percentage. Would you care to let that statement go in the record! 

Dr. reNBroex. Oh, I wish very much to have it go in the record, 

Mr. Hiestanp. Thank you very much. 

Mr. Roosevetr. Mr. Pucinski ? 

Mr. Pucrysxi. Professor, I would like to add my own thanks for 
your testimony today. You certainly give us a very clear picture of: 
situation that certainly needs attention. 

If I understand your testimony correctly, all that you are asking 


for here is that those handicapped people who are being used in pro-} gu 


ductive employment, despite their handicap, should be given some 
legal status and protection along with the nonhandicapped workers. 
Is that basically the idea? 

Dr. renBroek. Basically that is right, sir. 

Mr. Puctnsk1. You feel that too often because they are hand 
capped these people are being denied the same rights? Or legal 
standing ? 

Dr. renBroex. That is right. 

Mr. Pucrnsxt. You certainly spell out a very convincing case here. 
I shall be very happy to look this testimony over and see whether or 
not this situation cannot be corrected. 

I might add one thing: You could not have a finer spokesman her 
in Congress than Congressman Cohelan sitting next to you ther 
You are fortunate because he today is one of the most highly respected 
Members of this Congress. 

Dr. TenBroex. He happens to be my Congressman. I agree with 
your sentiment, wholeheartedly. 

Mr. Poctrnsxt. If I were you, I certainly would like to have him& 
my Congressman, too. 

Mr. Conran. Thank you very much. 

Mr. Roosrvett. Thank you very much, Professor. 

Thank you very much, Congressman Cohelan, we enjoyed having 
you with us today. 
i The next two witnesses, I believe, will appear in opposition of th: 
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I am going to ask whether they will not come up together and divi 
the time between you, 15 minutes. We have Mr. Peter J. Sal 
chairman of the Joint Legislative Committee, Greater New Yori 
Council of Agencies for the Blind, and New York State Federation 
of Workers for the Blind, and representing in addition the America 
Association of Workers for the Blind, and General Committee 
Workshops for the Blind. 

We also have Mr. Irvin P. Schloss, legislative analyst, America! 
Foundation for the Blind. : 

Mr. Satmon. I shall go first. Iam happy to do so. 

Mr. Roosevert. If you care to sit down, we will be happy to hay 
you. 
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sTATEMENT OF PETER J. SALMON, CHAIRMAN, LEGISLATIVE COM- 
MITTEE, GREATER NEW YORK COUNCIL OF AGENCIES FOR THE 
BLIND, NEW YORK STATE FEDERATION OF WORKERS FOR THE 
BLIND, AND REPRESENTING THE AMERICAN ASSOCIATION OF 
WORKERS FOR THE BLIND, AND THE GENERAL COMMITTEE OF 
WORKSHOPS FOR THE BLIND 


Mr. Satmon. We were admonished before we came to be sure to 
make our testimony brief, at least the oral part of it. Mine will be 
brief. 

However, we could say a great deal more and we will be pleased 
tosupply you with additional information if the committee desires it. 

It is a privilege to have the opportunity to present to this distin- 
ished committee the opinion of the associations represented on 
the Baring bill creating mandated minimum wages for sheltered 
workshops employing blind persons. 

The statement shall be brief for we are vigorously opposed to this 
measure and we feel that the reasons are best expressed categorically 
as follows: 


1. THIS SPECIAL LEGISLATION IS UNNECESSARY 


The Department of Labor is already empowered to review, control, 
and certify sheltered workshops of the United States, which, because 
of the nature of their work and the persons employed by them, are 
authorized to pay less than the standard minimum wage of the country. 

This power of certification relates not only to the level of wages for 
the total workshop and the training of handicapped persons within 
the workshop, but it is also applied specifically to each handicapped 
individual within the sheltered workshop. 

The Department of Labor has an advisory council of distinguished 
leaders in various fields of activity to assist it in its handling of the 
npn of sheltered workshops, and it is our firm belief that they 

ave been more helpful in raising standards than any other procedure 
might be expected to be, and any mandated change would be detri- 
mental to the steadily improving sheltered workshop wage level and 
program. 

Iam attaching a list of the membership of the Advisory Committee 
on Sheltered Workshops to the U.S. Department of Labor. You will 
hote that this is made up of various representatives of groups serving 
pak pomennepens also of labor, industry, and a representative of the 
public. 

I am not representing today the Department of Labor or the Advi- 
sory Committee, though I do work with them. 

lam representing the general committee of 57 workshops for the 
blind, and I am pleased to be able to attach for your information the 
average hourly pay rates of the blind persons in these 57 workshops 
for the blind, whose combined production represents more than 95 


| Percent of the total production of the workshops for the blind in the: 


United States. 

Because these are averaged rates, it means some workers earn more 
than the average, and some less—it is those who make less than the: 
average rate with whom we are particularly concerned. 














1150 MINIMUM WAGE-HOUR LEGISLATION 


Those listed in the indirect labor grouping are those more capable 
blind persons who may be doing such tasks as inspecting, finishing, 
packing, and shipping. 


2. SUCH SPECIAL LEGISLATION IS DISCRIMINATORY 


We can see no useful purpose served for requiring special minimum 
wage legislative provisions specifically in relation to the blind em- 
ployed in sheltered workshops. 

We believe, in fact, that it is possible that sheltered workshops 
employing blind persons may be paying higher wages than most other 
pre wide workshops in the country, and should not be singled out for 
this kind of mandated control—see attached pay rate scale mentioned 
above. 

3. THE BILL IS UNDESIRABLE 


Actually, a quick reading of the bill would make one feel that it had 
an excellent intent. All of us are in favor of paying as high rates as 
possible to compensate blind workers for their labor. 

However, placing any minimum will have the effect of precluding 
a large group of blind persons who find it difficult to attain even the 
minimums suggested in the Baring bill, and it would take years for 
many blind persons of low productivity to attain the suggested 
minimums. 

This will be true next year and the following year as the rates go up, 

If statutory minimums had to be met for such a group of blind 
persons, the tendency in the workshops would be to exclude those very 
blind persons who need the workshops the most. 

In our judgment there is no valid reason for the existence of a work 
shop for the blind except insofar as it serves those persons who are § 
limited in their capacities as to be unable to engage in competitive 
employment in the community, and the sheltered workshops should, 
therefore, be reserved for those blind persons whose limitations make 
it impossible for them to meet the goals of competitive placement. 

It is because of the recognition of this fact by the Department of 
Labor that the workshops for the blind have been able to gradually 
raise the level of the productive capacities of these limited blind per 
sons to a very considerable extent. 

This has been done by the insistence of the Department of Labor 
that the workshops for the blind and other workshops serving the 
handicapped shall pay piece rates comparable to the best. rates paid 
for like operations in industry. 

Hourly rates must be carefully assigned on a similar basis. 

Notwithstanding this, some workshops for the blind have found tt 
necessary, because of the low productivity of the workers, to supple 
ment their earnings, either by paying a higher piece rate or hou 
rate than industry pays, or by some other type of subsidy. 

I might say in our own shop in Brooklyn we paid over $300,000 
in wages last year and about $60,000 of that was in supplementatio 
to take care of the low earner group. 

We have a shop minimum rate which we try to get our people t0 
attain of 50 cents an hour. 
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We readily admit that there are some few workshops for the blind 
which have not yet achieved fully the standards set for them, but 
the rates indicated on the attached sheet to which we previously re- 
ferred of the 57 workshops for the blind, certainly show that progress 
has been made in this direction. 


4. IT IS INCONSISTENT WITH REHABILITATION 


Minimum wages are not related to the purposes of the sheltered 
workshops are inconsistent with the rehabilitative programs con- 
ducted, and with the level of employment that is possible to blind 
persons whose ability to compete is limited. 

The net result of such a minimum wage program as is proposed 
in this bill would be to exclude from employment in the sheltered 
workshop all blind persons who were unable to produce and earn 
the minimums. This would defeat the purpose of most sheltered 
workshops. 


5. MINIMUM WAGES NOT RELATED TO TITE PRODUCTIVE CAPACITY OF THE 
BLIND WORKER, IN EFFECT, CREATE A PENSION SYSTEM 


We believe sincerely that the failure of incentive arising out of 
sich a plan as this measure envisages would tend to lessen the incen- 
tive and encouragement which most sheltered workshops for blind per- 
sons now provide for the individual to attain his maximum in self- 
support. 

Without such incentive the subsidy of the program for persons 
whose productive capacity is low anyway, would be prohibitive, and 
since such subsidies have to come from funds other than those directly 
concerned with workshop production, such as voluntary gifts from 
the community, et cetera, it is doubtful if many workshops would con- 
tinue to maintain the service. 

We are familiar with the failure of such workshops as have man- 
dated salary provisions without production incentive. No matter how 
low the productive capacity of the blind person may be, his sense 
of well-being is enhanced as he comes closer to the general level of 
the capacity of his fellow workers. 

I might say that the next to the highest rate that is indicated on 
that list of hourly rates, I think, is around $1.66 an hour, or so. 

There is no productive incentive in that shop. It costs them fully 
adollar for every sales dollar, which is something to think about. 

In conclusion, if any legislation is needed for the blind with respect 
to minimum wages, it is that Congress shall maintain and protect 
the exempted status of the sheltered workshop that now exists. 

In doing this Congress will assure each blind or handicapped 


ry} Person, regardless of his limited productivity, of the right to a work 


*pportunity in such workshops as now exist or shall be established. 
or these, and many other reasons, we urge your committee to 
reject this bill as unnecessary and one which would actually cause 
thardship and would result in less opportunity for the employment 
of blind persons. 
Again, thank you very sincerely for permitting me to be here with 
you today. 
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(The attachments referred to follow :) 


U.S. DEPARTMENT OF LABOR 


Wage and Hour Division 
Washington, D.C. 


ADMINISTRATIVE ORDER No, 520 


ADMINISTRATOR’S ADVISORY COMMITTEE ON SHELTERED WORKSHOPS TO THE U.S, 
DEPARTMENT OF LABOR 


Mr. John M. Convery, National Association of Manufacturers, New York, N.Y, 

Mr. Willis C. Gorthy, Institute for the Crippled and Disabled, New York, N.Y. 

Mr. Kenneth Hamilton, Ohio State University, Columbus, Ohio. 

Mr. Seymour Brandwein, American Federation of Labor-Congress of Industrial 
Organizations, Washington, D.C. 

Mr. Edward Hochhauser, Altro Health and Rehabilitation Services, Ine, 
New York, N.Y. 

Mr. 8S. L. Hoffman, 8. L. Hoffman Manufacturing Co., New York, N.Y. 

Mrs. Elizabeth K. Lammie, Pennsylvania Branch, Shut-In Society, Phila 
delphia, Pa. 

Mr. Walter J. Mason, American Federation of Labor-Congress of Industrial 
Organizations, Washington, D.C. 

Gen. John F. McMahon, Volunteers of America, New York, N.Y. 

Rt. Rev. Msgr. John O’Grady, National Conference of Catholic Charities, 
Washington, D.C. 

Mr. Kenneth E. Pohlmann, United Mine Workers of America Welfare and Re 
tirement Fund, Washington, D.C. 

Mr. Alvin D. Puth, National Rehabilitation Association, Washington, D.C. 

Mr. Peter J. Salmon, The Industrial Home for the Blind, Brooklyn, N.Y. 

Mr. Percy J. Trevethan, Goodwill Industries of America, Inc., Washington, 
D.C. 


Average hourly rates for direct and indirect labor by blind persons in 57 sheltered 
workshops for the blind in the United States, 1959 



















Direct Indirect 

Workshop labor-blind | labor-blind 
average rate | average rate 
1, Mobile Association, Mobile, Ala_.............--..-.-------------.------- $1.02 $2.05 
2. Alabama Institute, T alladega, SRT LL RC SEI A Sard .89 1& 
3. Arizona Industries, Phoenix, Ariz__.-- ‘ed Fa SS PRP GEA). be Se - 00 |..nn enn 
4. Arkansas Lighthouse, Little Rock, Ark_....-..........---.-.---.-.------- . 83 4.06 
5. Los Angeles Center, Los Angeles, Calif_...........-...--...-.-.------.-. 1.18 2.16 
i Ct AN IN AI oo nib crave me cece ddddlascddentothusds 1.05 1.3 
a EI NN | EE a Re ees Se 1.33 2.8 
6, BP. Lienthouss, Ban Prencsco, Oalif_ 5. -..-.-.-..-..--....-...-.--.. 1.33 1,41 
9. Division of Rehabilitation, Denver, Colo. ............----.-----.-------- 1. 16 21 
10. Columbia Lighthouse, Washington, D.C_._.............-..--------.---- 1.10 1.8 
11. Delaware Commission, Wilmington, Del___..._.-....-..---------...-.-- 1.00 |. 2 2h ae 
12. Georgia Factory, Bainbridge, Ga._....................---.-------.-..--- . 86 1.4 
13. Kansas Industries, Topeka, Kans................-.-.2.------------------ 92 | 
14. Kansas Foundation, bg Co RESET epee eee cenree bop rye ces ee 1.05 |. cnuss seen 
15. Kentucky Industries, ce oe emaewee ee = a, Pe ds, 1.02 274 
16. Lighthouse for Blind, New Orleans, La_...............-..-----..-------- 1,12 1.3 
17. Shreveport Association, Shreveport ie TLS ee FOE LA EPS 1.19 1,0 
18. Maryland Workshop, Baltimore, Md___...__..-.-------- ie SHIT . 94 1,8 
19. Massachusetts Division for Blind, Sesion. CO PRES | eT OORT, 1.44 1.0 
20. Michigan Industries, Saginaw, Mich.......-.-...-.-.---- 70 |... sede 
21. Duluth Lighthouse, Duluth, Minn..._____- 95 & 
22. Minneapolis Society, Minneapolis, Minn_-- 1,22 1.6 
23. Missies pi Industries, Jackson, Miss__--_-- 1.37 111 
24. K ity Association, Kansas City, Mo... 095 |. -- 2 -ne-0e 
25. Lighthouse be Blind, St. Louis, Mo_.__.-...-...--- 4 .90 1.67 
26. Alamogordo Training Center, Alamogordo, N. Mex----.---------------- | ed 
27. Albuauerane Training Center, Albuquerque, N. Mex..--.-.---.-------- | 
28. Blind Work Association, Binghamton, N.Y.__.--.........--.--.-.------ 1, 22 1.8 
29. Brooklyn Bureau of Social Service, New York, N.Y-_--.-.---------------- 249 |. 5.2. sdedeee 
eee es |. Re SR aa eee 1.35 2.8 
31. New York Association, Long 2 5 sane EROS 1.43 Li 
$2. New York Guild, New York, N.Y...........-.------------------------- 7 LA 
33. Lions Club Industries, Asheville, 2 RKOrk a dts aT Aaa 85 [25.422 eee 
-34. Charlotte Workshop, Charlotte, BONS 3 ters Fr hes eased - 66 |..--------- - 
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jwerage hourly rates for direct and indirect labor by blind persons in 57 sheltered 
workshops for the blind in the United States, 1959—Continued 














Direct Indirect 
Workshop labor-blind | laber-blind 

average rate | average rate 
, Lions Club Industries, Durham, N.C...-...........--.-.--.------..----- $1.18 $1. 23 
y, Industries of the Blind, Greensboro, N.C...-....-.-------------.-----.-- DOW Vevetacinbénnc. 
4”. Industry for Blind, Winston-Salem, N.C.-.....-.....-.------------------ ef eee em 
8, Cleveland Society, Cleveland, Ohio___.......-..--.------.--------------- . 88 1. 83 
¥, Oklahoma League, Oklahoma City, Okla__.........--.....---..--------- 1.07 2. 64 
4, Commission for Blind, Portland, Oreg_...-.....-.....-....-..----------- 1.18 2.01 
, Pennsylvania Association, Chester, Pa.............--..--------.---.---- . 87 2. 98 
4, Pennsylvania Association, Oil City, Pa.........-....---.-.---.--.-.----- 0 BEE de egnntisemendiaaie 
4, Philadelphia Association, heyy ne owe Me tiidedewdastdeldebdacdstseuaah -92 1.04 
4, Pennsylvania Working Home, Phi <4 am DR. tintpinieiaaeiapensire o<iall . 62 1.79 
4, Pennsylvania Association, Pittsburgh, Pa_-_-._.-. . 83 1.29 
4, Memphis State Workshop, Memphis, Tenn. -..-. .79 . 84 
4, Volunteer Blind Industries, Morristown, Tenn .78 1.10 
4 Nashville Workshop, Nashville, Tenn_-.............-.-------------.---- . 88 1.02 
4. Travis Association for Blind, Travis, Tex...........--..--------.-------- 1.00 1.15 
9. Dallas County Association, Dallas, Tex.............--..---.---.--------- . 80 1.38 
{, Houston-Harris City Lighthouse, Houston, hs wc gedsccnsbgnahussenge .74 1.80 
%. San Antonio Association, San Antonio, Tex.........-....-----------.---- .79 1.90 
8. Division of Services for Blind, Barre, Vt.....................-.-..------- . 50 81 
4, Virginia Commission, Richmond, Va.-.................-..--..------------ 1.01 1. 68 
§, Lighthouse for Blind, Seattle, Wash-_-...-..........--..---.2--------- eee 1.50 2. 66 
%, Industries for Blind, Milwaukee, Wis ......-...-....-..--..----.-.------ 5D es eee See 
¥. Wisconsin Workshop, Milwaukee, Wis--.--...........-------.-.---------- LES netsansacnscas 











Mr. Roosevett. Thank you very much, Mr. Salmon. 

[have one quick question, if I may: 

What is the reason for the tremendous disparity—though, and I 
im going to use your Brooklyn figures on the table you have given 
isthe Brooklyn Bureau of Social Services of New York pays 49 
cents direct labor blind average rate. 

The Industrial Home of Brooklyn, N.Y., pays $1.35. 

Then the New York Association of Long Island pays $1.43, but the 
New York Guild goes back to 76 cents. 

Why this tremendous disparity ? 

Mr. Satmon. It is a difference in the limitation of the people that 
they employ. In the case of the Brooklyn Bureau of Social Services, 
itisa very old established family agency. They have, I think, as I 
reall, about 11 blind persons there who are really more in the thera- 
yautic group that Professor tenBroek spoke about and are not actually 
inproduction. 

Inthe New York Association, the people are much more in the pro- 
lluctive capacity. 

In our own shop, our whole objective is outside placement. We 
pee a blind person outside even if he would earn less money than 
ie would in the shop because it is our belief that if we set up produc- 
tion shops, the kind of shops you are talking about, which could have 
it bargaining rights and all of the other rights that labor has, if you 





lave a production workshop for the blind or other handicapped, then 
nu will never get blind people out into industry. 

You will have the criticism that has been leveled at the workshops 
the blind over the past 75 years, and that is just make broom- 
lakers out of them or mopmakers. 

You will never have the outstanding people that we have, who have 
ured to go into other fields and make such outstanding success, that 
tethought of as men of such great talent, such as Professor tenBroek, 
nd where blindness is minimized as a part of their life. 
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So we feel the whole objective must be one of getting people out ful 
All of the workshops do not do this, but we think if we do not kegp ite d 
the situation in hand that they might very well come to the position * 





where rates only would be the incentive. é 
Then they would stay right in the workshop and be broommaker id t 
mopmakers, and basketmakers and very blind people. men. 
Mr. Roosrvett. Mr. Dent ? As 
Mr. Dent. I have no questions. NESS 
Mr. Roosrverr. Mr. Hiestand. blind 





Mr. Hresranp. I am impressed with your statement, Mr. Salmon }ihie 
As I gather, it is the objective of the group of associations that you} “4 
represent to provide opportunity for maximum numbers of handi-{e0Uy 
capped people; is that the main objective ? them 
Mr. Satmon. Yes, sir. indus 
Mr. Hiesranp. How many are represented in this wage scale, wouldj". 
you say, of the 57 workshops? Thi 
Mr. Satmon. About 3,600. Between 3,600 and 4,000. I don’t hav 





the exact figure here. It is not over 4,000. __ _ 
Mr. Hresranp. It does not include handicapped people in unshel: a 
tered workshops? % 














Mr. Satmon. No. 

Mr. Hresranp. I happen to know some in California 

Mr. Satmon. There may be 10,000 of those in other occupations 
outside occupations. 

Mr. Hrestanp. Actually, they are putting together electronic if 
struments and gadgets almost completely blind and doing a marvelo . i 
job. 
Mr. Satmon. Fifty years ago of course, we had hardly any blinifme 
person in outside employment. Either in competitive employmeng “4 


or in the professions. pou 
DOTY 


A gre: 
heray 
and dc 
Mr. 





As a matter of fact, 50 years ago blind persons found it al Ds or 
impossible to go to college. Now that is entirely wiped out. ol 
These things take time. The workshop has served an excelleif'yne 
purpose. It has many problems. But for many of these people itif’® of 
the court of last resort. a BPpere 
No one in their right mind would go into this work with the ide 
of using it in order to belittle, to hamstring, or to hurt blind peopl m try: 
It is just too hard. Mr. 
I have been in this work for 40 years, and I never have a da Mr. 
peace where I feel that I have done everything that I could, andl hse t 
as I look back over the years and see—I can remember 1927 as a vel Mr. 
young fellow scared to death getting up to defend the workshe “a 


Today they do not need defense, notwithstanding what our very e 
nent friend, Professor tenBroek has stated, and I have great respé 
for any statement he makes. 

But the fact is that the workshop movement now, not only fort 
blind, but for all the handicapped, is moving upward all over tif’” 
ekg and is providing a need for people who were sitting hom 
vefore. 

Since World War II we have been getting people out of the cornet You 
and we are dealing with the most severely handicapped people. th th 

We, ourselves, used to say that everybody in our territory tq“. | 
needed to be employed was employed. That was 20 years ago. 
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uld not have been more at fault in our estimate because today we 
we dealing with people that at that time we would not have given 
the opportunity to come into the workshop. 

We have 156 in our workshop today; 27 of them are both deaf 
and blind. The deaf and blind-men do just about as well as the blind 
nen. Everyone of the others has some other major handicap. 

As was so well pointed out by Professor tenBroek, it is not blind- 
ness we are dealing with; it is the other 9g rae that, taken with 
jlindness, is the thing that makes it difficult for the blind person to 
whieve. 

Mr. Hresranp. I am much impressed with the objective of your 
group and of these shops; namely, of taking people and teaching 
them by therapeutic processes, to produce and turning them out into 
industry where they can continue to earn based on increased produc- 
tion. 

That is solving a problem rather than lengthening it and sheltering 
It 

I think that is very important. 
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May we say that the rates as between these that you list vary purely 
because of capability ? 

As Mr. Roosevelt pointed out, there is a wide disparity. There is 
i greater number of these people who are doing training work or 

erapeutic work and yet cannot produce much yet. Do they develop 
ind do you turn them out ? 

Mr. Satmon. In the workshop movement there is still, as has been 
ry well pointed out by Professor tenBroek, a great need for a clar- 
ication of what the workshop purpose is. There is right at this 
moment a very definite movement to clarify that. 

It as net-related-only to the blind, but it is related to the whole 
dealing with the handicapped that are mentioned in this, 

will Industries, Catholic Charities, the Volunteers of America, 
he crippled, the deaf, the cardiac, all of those groups are working 
ying to determine, based on today’s situation, what is the proper 
le of the workshop and perhaps there are two or three more sepa- 
ite roles that the workshops should take. 

Mr. Htestanp. Do you have knowledge of placing and do you keep 
trying to place these people outside your group constantly ? 

Mr. Satmon. Yes, indeed. 

Mr. Hiestanp. Have you ever known of employers who would 
hisel those people because of their handicap ? 

Mr. Satmon. In industry ? 

Mr. Hiesranp. Yes. 

Mr: Satmon. It is very rare. If they did it would become known 
@ry quickly. 

Mr. Hresranp. Thank you very much. 

Mr. Satmon. May I leave for the record a booklet which I happen 
qo have here which is entitled “Your Job,” and it relates to the or- 
fetion which I represent in Brooklyn, the Industrial Home for 
he Blind. 


corti You will find in here just about everything that labor works for 


ry t 
0. 


th the exception of the right to bargain. 
Mr. Roosrveur. Thank you, Mr. Salmon. 
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Without objection, the committee will accept the booklet for the} We 


committee files. left t. 
Mr. Satmon. Thank you. rehab 
Mr. Roosevett. Mr. Schloss, I do not want to have to hurry you, | handi 

but we are way over time now. agenc 

The 

STATEMENT OF IRVIN P. SCHLOSS, LEGISLATIVE ANALYST, | studie 
AMERICAN FOUNDATION FOR THE BLIND = V 

1e 

Mr. Scutoss. Yes, sir. ~ | regula 


May I ask that my statement as submitted be included in the ree-| Shelte 
ord, and I will make a few brief comments to pull some of the high-| visory 





lights out of it. criteri 
Mr. Roosevett. You may proceed. used 
Mr. Scuuoss. The American Federation for the Blind is in synr} issuan 
pathy with H.R. 9801. from t 
However, we do not believe that the bill will achieve what‘s} The 
intended. ready 
It will have the opposite effect and curtail employment. for some} and ot 
blind people. sources 


As you know, the stated purpose of section 14 with regard to thef merce, 
handicapped is to prevent curtailment of employment opportunities} We 
by permitting their employment at less than the minimum wage it} approa 
accordance with their productivity. _ fards w 

The 100 blind workers in workshops now earning less than 40 cent ficient- 
an hour would, of course, be immediately affected in January of 196} operati 
if this bill were enacted. submin 

There would be workers, blind workers in general workshops foy -Thax 
all types of handicapped persons, whose positions would be placed Mr. 
in jeopardy because they would be singled out on a discriminator] preciat 
basis 2 the other types of handicapped persons employed in tht}full sta 
workshop and this, of course, is unsound. summat 

Certain types of experimental projects which are designed toe} Mr. § 
pand employment phe or the handicapped would be wy (The 
tually impossible under this type of rigid approach. 

A ‘specific example is the pioneering industrial home project i#S™TMr 
Vermont, which started out by paying the blind and otherwise di 
abled persons participating in it 20 cents an hour and is now payilg Mr. ch 











an average of $14 a week on a piece-work basis. ape 
Admittedly, this is still low; but it is actual earnings that they.9""), 
individuals did not have before. Would an 


Previous witnesses have made the point that most of the “bliniithat bin 
workers affected by this proposed legislation are employed Mie effe 


sheltered workshops for the blind. : pt mim 
As Mr. Salmon pointed out, these are community social servithe ti. ), 


agencies which serve as training and work centers primarily Mpersons, 
blind persons who have severe additional disabilities, or who Juspould ha 
cannot compete successfully in regular outside employment. en 


— spear 
The better workshops like Mr. Salmon’s are striving constant ree 


to assist blind clients to find outside regular employment. Pct of 19 


Therefore, the workshops which are fulfilling their proper role Hyped we 


the community cannot be expected to employ blind workers Wi om wi 
, ) 


ding for 


the productivity to justify earnings of the minimum wage or a 
thing really too close to it as this time. 
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ie} We believe that the section 14 itself, which is broad, should be 
left that way so that changing concepts and attitudes concerning the 
rehabilitation and employability of the blind and other physically 
ji,| handicapped persons can be taken into account by the administering 
agency without the need for periodic action by the Congress. 

The regulations, which are very detailed and specific, should be 
studied frequently with a view to bringing them up to date in accord- 
ance with changing needs and concepts. 

There is already a mechanism for doing this established by the 

culations under section 14, and this is the Advisory Committee on 
-| Sheltered Workshops. We would like to recommend that the Ad- 
-| visory Committee be charged with developing effective standards and 
criteria for the operation of sheltered workshops which could be 
wed by the administering agency as criteria of eligibility for the 
m:| issuance of special certificates of exemption for handicapped workers 

from the minimum wage. , 
| The Advisory Committee could certainly utilize information al- 
ready known to organizations like National Industries for the Blind 
me} and other voluntary national agencies in the field, as well as the re- 
sources Of the Department of Labor itse!f, the Department of Com- 
the} merce, and the Federal Office of Vocational Rehabilitation. 
tie} We very firmly believe that rather than use the rigid inflexible 
@ it} approach that H.R. 9801 would provide that development of stand- 
ards which could serve as guidelines for workshops which are inef- 
ents ficient—and there are many that are—could be used to bring their 
196]} operations up to snuff and provide better than the exceedingly low, 
subminimum wages they are now paying their workers. 
 foy ~Thank you. 
nce} «Mr. Roosrverr. Thank you very much, Mr. Schloss. We ap- 
to pee your cooperation with the committee this morning. Your 
) thy full statement will be entered in the record following your very good 
summary. 
em Mr. Scross. Thank you. 
wit (The statement referred to follows :) 


i it 




















ct (PSTATEMENT OF IRVIN P. ScuHLoss, LEGISLATIVE ANALYST, AMERICAN FouNDATION 
1; FOR THE BLIND 


ying Mr. Chairman and members of the subcommittee, I appreciate this opportunity 
to appear before you on behalf of the American Foundation for the Blind, the 
hational voluntary research and consultant agency in the field of work for the 
blind. The specific bill that we should like to comment on is H.R. 9801, which 
, {Would amend section 14 of the Fair Labor Standards Act of 1938 to provide 
b mfiat blind workers must be paid at least 40 percent of the applicable minimum 
d I wage effective January 1, 1961, with annual increases until the figure reaches 
) percent of the minimum wage, presumably effective on January 1, 1965. 
the The American Foundation for the Blind is fully in sympathy with the intent 
PIV bf this bill to improve the economic situation of severely handicapped blind 
y persons. However, we sincerely believe that enactment of the bill into law 
> yusyrould have exactly the opposite effect and would actually result in the curtail- 
lent of employment opportunities as the higher rates went into effect each 
year after 1961. 
‘| As you know, one of the purposes of section 14 of the Fair Labor Standards 
pct of 1938 is to prevent curtailment of employment opportunities of handi- 
“ole! apped workers by permitting their employment at subminimal wages commen- 
; wigate with their productivity. The Department of Labor regulations au- 
y al horized by section 14 to carry out this purpose are detailed and specific, pro- 
"Piling for the selective issuance of certificates of exemption from the statutory 


nes 





tant 
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minimum wage for handicapped workers on a temporary basis during periods | We ! 
of on-the-job training or for longer periods of time for handicapped worker regula t 
who cannot compete on an equal basis in a specific job with nonhandicapped exploiti 
workers. In our judgment, these regulations provide proper safeguards against J2P°V' 
exploitation of handicapped workers if adequately carried out while at the section 
same time making it possible for handicapped workers to obtain employment [!, 5° 
at a rate of pay commensurate with their productive capacity. of the } 

Most of the blind workers who would be affected by H.R. 9801 are employed Jt the 
in sheltered workshops for the blind. Some of these are State-owned agencies; }'5, “ 
but most are nonprofit community social service agencies which are attempting J 8! 
to serve as training and work centers for some newly blinded persons and}! ¢o” 
for blind persons who, because of age, additional physical or mental disabilities | lin 
or other factors limiting their employability, just cannot engage successfully in} ‘eit 
regular competitive employment. The better workshops constantly seek to assist | S''Y- 
their blind clients whose capabilities increase as a result of training and work {%S '” 
experience to find regular employment outside of the workshop. Consequently, evolving 
the workshop which is fulfilling its proper function in the community cannot f"™° & 
be-expected to employ blind’ persons with the productivity to earn the minimum Je thé 
wage. It would be extremely unfortunate to deny such individuals the opfi@ de" 
portunity and satisfaction of performing useful remunerative work in accord | @ilita 
ance with their own capacities. habilita 

H.R. 9801 would have this effect. If enacted, the bill would place in jeopardy oe 
as of January 1, 1961, the positions of about 100 blind persons who, according f.,. “ % 
to the Department of Labor, are currently receiving less than 40 cents an hour; Cons 2h 
and this situation would be progressively complicated each year as a new Psp 
statutory minimum wage for blind workers up to 80 percent of the general - eee 
minimum wage went into effect. al 

Many workshops for the blind in the United States which fulfill their proper > int 
function by encouraging and assisting productive blind workers to obtait ' :, 
outside regular employment supplement the actual earnings of blind clients Pan : é 
through subsidization—with funds appropriated from tax revenues in the case a ras 
of State-operated workshops or with funds raised from the public in the com arity: 
munity in the case of nonprofit voluntary workshops. H.R. 9801 would COM F op effic 
pound an already difficult fund-raising problem for the workshops which ar guidelin 
nonprofit voluntary agencies and would underscore for all workshops a phil the dire 
sophical question which some are now beginning to grapple with. 






























H.R. 9801 would also immediately jeopardize the positions of those blind ia 
workers who are employed in sheltered workshops for all types of handicappelf Mr. ] 
persons by singling them out for special treatment financially. This is unsouni Mr. ] 
on the face of it. Mr. ] 


H.R. 9801 would virtually eliminate the possibility of some types of exper 
mental projects designed to expand employment opportunities for severely hat- Mr. ] 
dicapped persons. A specific example is the pioneering industrial homework} Mr. | 
project in Vermont, which was designed to provide useful remunerative el mornin 
ployment to blind and otherwise disabled persons who were bound to thei siderab 
homes. When this 2-year demonstration project was started in 1955 unde Mr ¢ 
the joint auspices of the American Foundation for the Blind, National Indus rx 
tries for the Blind, and the Federal Office of Vocational Rehabilitation th Mr. I 
workers received 20 cents an hour. The average pay for workers in this projetfof the | 
is now $14 per week on a piecework basis. Although this is low, it neverthe! been su 
represents earnings these individuals did not have before. ; ; 

Our opposition to H.R. 9801 does not mean that the American Foundation fe rge 
the Blind fails to recognize the need for improving the situation of blind aml the Nat 
















other severely handicapped persons, especially with regard to their economit} With 
condition. There is need for more dynamic and imaginative vocational Pfthe ree; 
habilitation services by both public and voluntary agencies, especially (The 





regard to development of employment opportunities. There is need for mor 
effective utilization of the resources of the public employment services and othét fg ATEME 
resources in the community—governmental and voluntary—to assist all severel! i 
handicapped persons to achieve their maximum potential. There are sub 
standard inefficient sheltered workshops for the blind and other disabled perso#f, A num 
whose operations could be improved to permit payment of better than the erp™@um wi 
ceedingly low subminimal wages they are now paying. However, we do mig éryone 
believe that the rigid, inflexible approach of H.R. 9801 would correct thetgups of 


situations without creating even more hardships. i is, 1 
Palize t] 
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ods | We believe that section 14 of the Fair Labor Standards Act of 1938 and the 
cers regulations which implement it already provide the necessary safeguards against 
ped aploitation of handicapped workers as well as the mechanism for promoting the 
inst improvement of substandard situations. The broad authority granted under 
the section 14 of the act allows for the desirable flexibility needed in its administra- 
ent tion, so that changing concepts concerning the rehabilitation and employability 
of the handicapped can be taken into account by the administering agency with- 
ved out the necessity of periodic congressional action. On the other hand, the regula- 
.[tions, which outline the implementation of the program in specifie detail, should 
Hing e studied frequently with a view to revision in accordance with changing needs 
and ad concepts. For example, when section 14 was enacted in 1938 workshops for 
the blind were a primary resource for the employment of blind people regardless 
y in of their ability to engage successfully in regular competitive employment in in- 
sigt | USUTY. World War II gave impetus to the concept of employment of blind per- 
‘ork sons in industry ; and since then, sheltered workshops for the blind have been 
tly, evolving into a resource for the employment of blind persons who cannot at this 
snot time engage in competitive employmet on the outside. It is certainly conceiy- 
able that, as a resuit of new knowledge and experience gained through research 
and demonstration projects like those sponsored by the Office of Vocational Re- 
ond: habilitation, as well as more dynamic and imaginative activity by vocational re- 
habilitation counselors and placement specialists, employment opporunities in 
rdy competitive industry will be developed for many of these individuals also. 
ling The Advisory Committee on Sheltered Workshops, established by the regula- 
tions authorized under section 14 of the act, provides an excellent mechanism for 
translating newer concepts and standards of service into the regulations for im- 
plementation by the appropriate administering officials in the field. We would 
like to recommend that the Advisory Committee be charged with developing 
specific standards for the operation of sheltered workshops to be used as criteria 
of eligibility for special certificates under section 14. Utilizing information al- 
ready known to National Industries for the Blind and other national voluntary 
agencies in the field as well as resources like the U.S. Department of Labor, the 
Department of Commerce, and the Federal Office of Vocational Rehabilitation, 
the Advisory Committee should be able to develop effective standards and criteria 
for efficient operation of sheltered workshops. These standards would provide 
guidelines by which sheltered workshops could improve their operations, with 
the direct beneficiaries being the handicapped persons they are in business to 
serve. 
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lind 

pelt Mr. Roosrvertr. Mr. Dent? 

ui} Mr. Dent. I have no questions. 

vet Mr, Roosevett. Mr, Hiestand. 

na} Mr. Hiesranp. I have no questions. 

yok} Mr. Rooseverr. We want to thank you both for your attendance this 
el Fmorning. We assure you that the committee will give the problem con- 
r siderable study. 


Mr, Scutoss. Thank you. 

Mr. Roosrvetr. The committee also has statements from the author 
jetfof the bill, the Honorable Walter Baring, and statements which have 
le tbeen submitted by the Honorable Cleveland M. Bailey, the Honorable 
for George Huddleston, the Honorable John Dent, and John F. Nagle, of 
ani}the National Federation of the Blind. 

omit? Without objection these statements will be included at this point in 
a the record. 

be 4 (The statements referred to follow :) 


a 


+ 5 STATEMENT BY Hon. WALTER S. BARING, A REPRESENTATIVE IN CONGRESS FROM 
, sub THE STATE OF NEVADA 





som A number of years ago, Congress realized the necessity for establishing min- 
> pum wages for certain groups of working people. This is now history, and 
» nmteveryone realizes that.minimum wage provisions now protect practically all 
eee ups of working people. 
This, unfortunately is not the case with so-called handicapped workers. I 
ealize that we have had from time to time certain limited provisions for the 


55097—60—pt. 3——15 











1160 MINIMUM WAGE-HOUR LEGISLATION 


protection of these workers, but I do not feel that under existing laws they 
receive protection in any sense comparable to those who are not classified as 
handicapped workers. I have known many blind people in recent years and] 
know many blind individuals who are capable of holding competitive employ. 
ment, working side by side with the sighted. 

Because of limited opportunities, many of our blind population are restrictej 
from competitive employment simply because private employers are hesitant tp 
even let them prove their abilities and their capabilities. Government employ. 
ment is restricted to very few categories that have only been opened recently, 

During World War II, because of a shortage of manpower, the blind wer 
offered increased employment opportunities and proved that they were entirely 
eapable of normal production. After the war, many were replaced by sighte 
workers, even though they had done their work efficiently and competently, 
Due to the searcity of Government jobs and the hesistancy, on the part of private 
employers to accept blind workers on a competitive basis, about 5,000 blind per. 
sons are still compelled to accept employment in sheltered and subsidized work 
shops. 

Generally, these workers work under substandard conditions and receive sub- 
standard wages, so low in fact, that they do not earn enough to pay for th 
cost of employment. By this I mean that their wages do not even cover the 
cost of transportation and other incidentals prerequisite to holding down a job. 
The Government is cognizant of the importance of maintaining maximum so¢ial 
standards as well as the necessity of maintaining minimum acceptable economic 
standards. Why then is this effort directed to every segment of our population 
except with respect to our blind citizens, particularly, since the blind have prove 
themselves capable of meeting normal production standards, both with respec 
to quantity and quality? 

The Government does spend a vast sum of money to actually purchase the 
goods and commodities manufactured and assembled in sheltered workshop, 
and again possibly millions of dollars are spent to purchase commodities mant- 
factured by the blind in private enterprise. As a matter of fact, it might k 
said that every manufactured product is a blind product because blind peopl 
are employed in practically every industry and do, in fact, work side by side with 
their sighted neighbors. 

I think that, when you consider the overall, and project your thinking intot 
fair evaluation of the situation, you can readily understand that the 5,000 blind 
employees, whose opportunities have been so restricted that they cannot fini 
competitive employment should, nonetheless, be protected, as are all other wag 
earners employed both in private enterprise and in Government. Working cor 
ditions should be standardized and comparable to those conditions require 
under our labor laws, and minimum wage standards should be established # 
provide a living for those employed in workshops for the blind. 

It is with this thought in mind that I introduced H.R. 9801 to amend the Fait 
Labor Standards Act of 1938 to increase, on a progressive basis, the minima 
wage applicable to blind workers starting with an increase to 40 percent of the 
prescribed minimum wage under the Fair Labor Standards Act for the year 
beginning January 1, 1961, and increasing the minimum by 10 percent each yeat 
until a maximum of 80 percent of the minimum wage is effected under secti# 
6.A.1. of the act. 

I do not feel that this is sufficient, but it is a step in the right direction. I 
is still little recognition of the contribution the blind have made. I sincerely hop 
that this committee will approve H.R. 9801 as a bare minimum protection? 
which the blind are entitled. 

Frankly I have leaned over backward to be conservatve since I realize fil 
well there are still misconceptions of blindness that will have to be co 
through the diligent efforts of those who are conscientiously working to dt 
pel these misconceptions. I earnestly suggest your support of my bill and wt 
that it be reported favorably. 


REMARKS oF Hon. C. M. BAILEY, A REPRESENTATIVE IN CONGRESS FROM THE STAT 
OF WEST VIRGINIA, TUESDAY, May 17, 1960 


There are several bills before this committee containing proposed amendmell 
to section 14 of the Fair Labor Standards Act. One of these is H.R. 9801, 
increase to 40 cents per hour the minimum wage applicable to blind workes 
and to provide for periodic increases beginning January 1, 1961, introduced 
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me. I would like to discuss my reasons for introducing this bill and what I 
think its provisions would accomplish. 

There are approximately 100 sheltered workshops which primarily employ 
blind persons. About one-third of these are in Pennsylvania; one-half are in 
Pennsylvania and New York. The Department of Health, Education, and Wel- 
fare, Office of Vocational Rehabilitation, estimates that approximately 5,000 
plind persons are employed in the 100 shops. These 5,000 workers produce sev- 
eral million dollars worth of goods and services for Government and industry 
each year. In comparison to the total work force, their number is small; yet 
when their productivity is viewed collectively, the effect on the economy is sig- 
nificant. More than $10 million worth of goods from these shops is sold to the 
Federal Government each year, under provisions of the Wagner-O’Day Act 
(title 41, U.S.C.A., sees. 46 and the following). About a million dollars more is 
spent by various State governments under provisions of so-called State-use laws. 
It has been estimated that three times this amount is sold each year in private 
markets. In other words, we are discussing workers who produce between $40 
nillion and $50 million worth of goods each year. 

The Federal Office of Vocational Rehabilitation and the various State voca- 
cational rehabilitation agencies have encouraged the establishment and growth of 
these sheltered workshops for the blind. Though these shops are often referred 
to as rehabilitation facilities, many blind persons are sent to them as places of 
permanent employment. When this is done, these blind persons are listed as 
rehabilitated individuals. Just what sort of employment is provided in these 
shops ? 

Only two States have given these blind workers the protection of unemploy- 
ment compensation, California and Wisconsin. Several States have also denied 
them the coverage of workmen’s compensation; if they receive further injury, 
they are without recourse. Social security coverage for the workers is optional. 
Retirement plans are extremely rare. A recent decision of the National Labor 
Relations Board (NLRB case No. 21-RC-5825) indicates that these employees 
are not entitled to collective bargaining. Very few have provisions for paid 
vacations or sick leave. Very few have any form of group insurance or any of 
the other customary fringe benefits of ordinary workmen. 

Section 14 of the Fair Labor Standards Act exempts them from the full pro- 
tection of the minimum wage provisions of that act. Instead, the Department 
of Labor is authorized to issue certificates of exemption to individuals or em- 
ployers, stating the minimum that may be paid. In establishing this minimum, 
consideration is supposedly given to the hourly wage paid in the community for 
the particular kind of work and the proportion of that work that can be per- 
formed by the handicapped individual. In reality, the Department of Labor 
relies on information provided by the employer with, at best, a very superficial 
evaluation by the Department’s local personnel. Many complaints have been 
lodged by blind workers that they do not know what minimum wage is author- 
ized for them and that the wages which are paid them do not bear a reasonable 
relationship to the wages of the community, even when productivity is compared. 

According to the most recent information available to me, 85 sheltered work- 
shops for the blind hold certificates from the Department of Labor exempting 
them from section 14 of the Fair Labor Standards Act. The average minimum 
authorized by these certificates is 53 cents an hour; but one certificate authorizes 
Payment as low as 10 cents an hour. The average wages paid in these shops, of 
course, is somewhat higher than these authorized minimums, but the average 
payment in most shops is still below the minimum wage payable to other work- 
ers. This is true despite the fact that these workers are producing goods for 
consumption on the competitive market and they expect to support themselves 
and their families with the wage earned at such work. 

These blind workers must pay the same prices for goods and services as must 
any other worker, and must purchase certain services for themselves that other 
workmen could do for themselves. They are expected to do this with incomes 
substantially less than what is ordinarily considered necessary for the main- 
tenance of a minimum standard of living. 

As pointed out in the beginning of this statement, these workers are w‘thout 
the other ordinary protections of workingmen. They cannot compel the'r’ em- 
Ployers to deal with them collectively on questions of wages and hours or even 
to settle grievances. Without action from this committee and from Congress,. 
these workers are entirely at the mercy of their employers to receive whatever 
wage and work under whatever conditions their employers miglit see fit. They 
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cannot leave their work for cause and receive unemployment compensation while 
seeking other work. They must remain in their present position and accept with 
humility any indignity that might be inflicted. For example, according to @ 
Associated Press release of September 23, 1959, the manager of a sheltere 
workshop in Georgia was fired after it had been learned that for years he haj 
been putting salt in the drinking water of the employees, snapping shears near 
their ears, and slipping up behind them and dropping drums on the floor. Th 
workers were afraid and powerless; their conditions were brought to the atten 
tion of the Attorney General by an independent organization of the blind in the 
community, the local affiliate of the National Federation of the Blind. This 
situation is not completely isolated. Workers in the sheltered shop in Dallas 
Tex., went out on strike during the summer of 1958 because of disputes over 
wages and especially over working conditions. These workers were not returnel 
to work. In 1950 the San Diego, Calif., Journal reported that workers in sheltera 
workshops for the blind in that State were also subjected to harassment ani 
intimidation. There are many other examples, but these suffice to illustrate the 
point. 

The first step in correcting some of these conditions should be the provision 
of a minimum wage standard that is equitable to all parties and that recognizes 
the dignity of these workers and the value of their contribution to our economy, 


STATEMENT OF Hon. GroRGE HUDDLESTON, JR., A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF ALABAMA 


I am here to express my agreement with the proposals incorporated in HR 
9801 entitled, “A bill to amend the Fair Labor Standards Act of 1938 to increas 
to 40 cents per hour the minimum wage applicable to blind workers and 
provide for periodic increases beginning January 1, 1961,” and similar bilk 
While discussing this proposed legislation, I want to touch on some of the thing 
I hope to see accomplished. 

At present, section 14 of the Fair Labor Standards Act permits the hirig 
of handicapped workers for wages less than the minimum set in that act. Th 


Department of Labor is authorized to issue certificates of exemption to thf 


employers of such handicapped workers—the certificates to state what minimup 
must be paid. The majority of the holders of such certificates are the sheltere 
workshops. There are 85 such sheltered workshops for the blind. According 
to my information, their certificates range from 10 cents an hour to 80 cent 
an hour. The average wages in these shops are, of course, somewhat higher 
but still relatively few can point to average earnings in excess of $1 an hour. 

These shops are ordinarily considered to be rehabilitation facilities and ar 
encouraged by vocational rehabilitation agencies and by community servit 
organizations. The tragedy is that most of the employees in these shelterd 
shops for the blind are there for the rest of their working lives. Very few eve 
go from the shops to better jobs in competitive industry. Far more of thow 
who leave the shops do so because they cannot meet the production standari 
of the shop or refuse to tolerate the wages and working conditions in the shops 
This group rarely find other sources of income. 

The workers in these shops are ordinarily not covered by unemploymel 
compensation, workmens’ compensation, social security, or any retirement plat 
The National Labor Relations Board has ruled that they cannot compel thet 
employers to bargain collectively. It is not surprising therefore to find that pall 
vacations and paid sick leave are rare. As pointed out in the beginning, 
are not afforded the standard protection of the Fair Labor Standards Ag 
It is little wonder that these workers have strong feelings of insecurity. Maly 
have noted that they view life with despair and a sense of failure. Worki 
these shops tends to promote, if not to create, these attitudes, rather than® 
negate them. The incentive for self-improvement necessary for true re 
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tation is usually lacking. I believe that H.R. 9801 and similar legislation @ 


help to correct this situation. 

In addition to providing employment, most of these shops also provide social 
and psychological services to their employees. According to the reports of @ 
NIB, a national organization of sheltered shops organized to fill contracts Wi 
the Federal Government, some of the shops show overhead costs in excess 
190 percent of the labor and material costs. Eight of the 56 shops reporting! 
1958 showed overhead costs in excess of 50 percent. But three of these el 
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hile} showed a profit despite such high overhead. In fact, one shop had an overhead 
vith} cost of 133 percent and still managed a profit. Altogether, 12 of the 56 shops 
) ani showed a profit at the end of the year, but their overhead costs ranged from a low 
pred | of 16.5 percent to a high of the aforementioned 133 percent. The greatest profit 
had} was $140,539.85 shown by a shop employing 164 blind workers and 121 sighted 
heat | workers other than managerial employees. The remainder of the shops were sub- 
The} sidized. From these figures, it is apparent that part of the wages which could be 
ten f paid to the blind workers is instead being used to pay for social and psychologi- 
thei cal services for them. I firmly believe that most, if not all, of the social pro- 
Thisf gram could be eliminated if the wages and working conditions of the workers 
las} were improved. For example, I am told of one shop (Dallas, Tex.) where a 
ove! F man is paid S500 a month to obtain free recreation for 40 blind workers. Many 
elf of these workers have repeatedly contended that if this salary were to be used 
eral f instendd to provide higher wages, they would gladly purchase their own recre- 
amie ation. In addition, they would be able to exercise some choice in the selection 
the of that recreation. There are many other examples of similar unnecessary ex- 

penditures. These unnecessary expenditures provide an argument for the need 
sion F ty pay low wages. The low wages create the argument for the need of the 
Lites expenditures. This vicious circle should be stopped now. Social services and 
Y. F psychological help necessitated by low wages and medieval working conditions 

should be eliminated and the money instead spent on alleviating the need for 

these services—by raising wages and improving working conditions. Such 
— change will very likely eliminate the need for most of the subsidies. 


H.R. 9801 and similar proposals help accomplish this objective by setting 
certain minimums, higher than the low of 10 cents an hour, but still starting 
HARP below the current average and progressing to a high of SO percent of the standard 
eagp minimum. The lapse of time during the progression will allow the affected shops 
d we to make the necessary adjustments and will also allow the Congress to see if 
bilk® these assumptions are correct. It will be 1963 before the minimums set in this 
ring legislation’ exceed the current average minimum set in certificates. This pro- 
vides us a guarantee that we have an opportunity to observe the operation of 
iri the new approach before the impact of the change reaches the sheltered work- 
Trp shops. I therefore ask that you give your approval to these proposals. 


mu 

ee ; ae . , 
ding STATEMENT BY Hon. JOHN H. DENT, A REPRESENTATIVE IN CONGRESS FROM 
cents THE STATE OF PENNSYLVANIA 


igher In discussing any bill providing a minimum wage for blind workers in sheltered 
workshops and especially in discussing H.R. 9801, by Congressman Baring, it 
a is first necessary to understand the pattern of legislation applicable to these 
tenn blind workmen and the circumstances under which they labor. 
| According to the statistics of the Department of Health, Education, and 
Welfare, there are approximately 5,000 blind persons in sheltered shops at the 
be present time. Most of these workshops justify their existence as rehabilitation 
facilities, but in reality most of the workers in these shops are there as 
hops Permanent employees producing goods for government and industry. Section 
14 of the Fair Labor Standards Act permits these workshops to pay these blind 
rmeti workers less than the minimum wage and the Department of Labor certifies 
the minimum which they may be paid. The provisions of the Social Security 
Act make social security coverage for these workers optional with the work- 
t pall shops. With the exception of two States, these workers are exempted from 
, the wemployment compensation. In many States they are exempted from the 
Act Protection of workmen’s compensation. A recent decision of the National 
Mal} Labor Relations Board even indicates that these workers are not entitled to 
participation in collective bargaining. In other words, though these workmen 
are producing large amounts of goods for government and industry, they have 
hone of the protection provided to ordinary working people in our present society. 
_ In order to illustrate the amount of goods produced by this group of workers 
it should be pointed out that the Federal Government has purchased well in 
sp 2cess of $100 million worth of goods from half of the workshops which will 
be. affected by H.R. 9801. A rough estimate is that about $30 million worth 
if goods are produced each year in these shops for sale to State governments 
“1‘ud private industries. Therefore it is quite clear that the production and 
: tale of goods in this quantity has a definite effect on interstate commerce. The 
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minimum wage provisions of H.R. 9801 will not only benefit the blind worker} worker 
in the sheltered workshops, but they will also benefit industry and commer] dustrie 
as a whole. their e 
The Department of Labor regulations supposedly set standards for estab{this co 
lishing the minimum wages to be paid, but a stinging indictment of the effe¢} claims 
of these standards appeared in the majority report of the National Labor Relg{ problen 
tions Board in the case of Sheltered Workshops of San Diego, Inc. v. Unitei} these s! 
Association of Handicapped, when the Board found: “During their period of You wi 
rehabilitation at the workshop, the participants are paid on an hourly basisf Jacobus 
without regard to the quantity or quality of their production.” These payg— There 
ments are not lavish gifts, but are in some cases as low as the wages of thf prevaili 
sweatshops of a quarter century ago. In fact, there is a sheltered workshoftime ra 
for the blind which has been authorized under its certificate from the Depart prevaili 
ment of Labor to pay as little as 10 cents an hour. The ever-increasing marf First, 
kets and production of these workshops do not necessarily result in benefit The res 
to the blind workers. In fact, in the 1957 report of National Industries fa petition 
the Blind it is stated that, though production and sales went up during tha§for suc! 
fiscal year, the percentage paid in wages went down. it is ex 
The foregoing information should make it clear that these blind workers haf cumven 
none of the ordinary means of protection through legislation, and they haw§petition 
been denied the protection that might result from collective bargaining. Itif® The c 
therefore incumbent on this committee and this Congress to bring some reiftracts t 
form of protection to this group. The minimum wage provisions in H.R. 9&Bagreeme 
are progressive over a period of time. They start at 40 cents an hour. ip ployer. 
meager sum will not be a substantial hardship on any workeshop, but it will gin order 
the first real promise of dignity and future that many of these workers will hayglabor gn 
had since the loss of their sight. Even the ultimate 80 cents an hour minimus in thi 
that will go into effect in 1965 will not be sufficient to guarantee these persons min a she 
adequate income with which to buy goods and services necessary for a standag(NLRB 
of living compatible with decency and health. But the minimums will provideg§is powe: 
structure upon which to build a more reasonable wage schedule than now exi parable 
This need is urgent and becomes ever more urgent as the remaining segme munities 
of our economy prosper and prices for goods and services rise, I therefogeircumve 
beseech this committee to take prompt action. The bi 
east pri 
hese bi 
undesira 
ime to | 

































STATEMENT OF JOHN F. NAGLE, ADMINISTRATIVE ASSISTANT, NATIONAL FEDERA' 


OF THE BLIND mum of 
any, of tl 
Mr. Chairman, I would like to appear today in support of H.R. 9801, entit Mr. ] 


“A bill to amend the Fair Labor Standards Act of 1938 to increase to 40 cam - 
per hour the minimum wage applicable to blind workers and to provide ft 8, ar 
periodic increases beginning January 1, 1961,” and any other bills before {## The | 
committee designed to provide a minimum wage for blind workers in shelten nterna: 


workshops. At present these workers have minimum wages set by certifie G 

issued by the Department of Labor under the terms of section 14 of the Fam’, a 
Labor Standards Act. In most cases these workers do not know what minim Mr. B 
has been set, because the certificate is issued to their employer and is 2 May | 


shown to the individual workers. The employer is supposed to pay the empld ‘clock, 
the same piece rate prevailing in the community for the same work, or ont re goin 
time rate equal to the time rate in the community for the same kind of wa 





with regard to quality and quantity. The Department of Labor takes the We r. B 
of the employer on all questions of individual ability and does only a superfi 
investigation of prevailing rates. Therefore, I think it imperative that s§TATEY 


standard be set which can more easily be administered. I am especially EDUC 

terested in seeing that the individual employees know what minimum must ; 

paid them. Without a knowledge of the lawful minimum no employee is PHIT] 

pared to know when his rights have been abridged and thus be prepared 

defend them. Mr. B 
I would also like to point out that there are 100 sheltered shops for the bl find th 

and that 85 of them have permission from the Department of Labor to ] 

less than the minimum wage. These shops are scattered all over the cow ement 


but are, of course, most frequently found near industrial centers. Most, if Tam a 
all, these shops do some subcontract work for industries in their commul 
This subcontract work could be valuable rehabilitation experience if t 
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workers were going to leave the shop and use the training in work in those in- 
dustries, but unfortunately, very few of the workers are ever allowed to leave 
their employment in the sheltered shops. Many factors are at work causing 
this condition. Not all the blame can be laid at the door of industry, with 
daims that they will not hire the blind workers, though this certainly is a 
problem. There is also substantial evidence that many of the operators of 
these sheltered shops also discourage the blind workers from leaving the shop. 
You will find documented evidence of this situation in the testimony of Dr. 
Jacobus tenBroek. 

There are numerous complaints that some of the shops are not paying the 
prevailing piece rates in their communities and are not properly calculating the 
time rates to be paid, especially on subcontract work. This failure to pay 
prevailing rates has two serious implications. 

First, some industries are obtaining work done at below the minimum wage. 
The resultant products from this work will be sold on the open market in com- 
petition with other businesses that must, by law, pay at least a dollar an hour 
for such work. This is not only unfair competition with such businesses, but 
it is exploitation, pure and simple. We should not permit businesses to cir- 
cmvent the provisions of the Fair Labor Standards Act and create unfair com- 
petition under guise of community service and assisting the unfortunate. 

The other factor involved in the subcontract practice is that of letting con- 
tracts to these shops in order to circumvent the terms of collective bargaining 
agreements between the employees of the contracting industry and their em- 
ployer. We do not ordinarily worry about the practice of subcontracting work 
in order to escape a collective bargaining agreement because it is felt that the 
labor group involved may organize the employees of the subcontractor. Not 
meso in this case, for the National Labor Relations Board has held that employees 
min a Sheltered workshop may not compel their employer to bargain collectively 
m (NLRB Case No, 21-RC-5825). This means that the organized labor group 

is powerless to assure that the workers of the subcontractor will receive com- 
parable wages for the work done. This provides certain businessmen in com- 
munities where such shops exist a means of breaking strikes and a means of 
ircumventing existing contracts. 

The bills before this committee will not solve these problems, but they will at 
east provide the blind workers more protection than they presently have. 
hese bills should also be the opening step in a series of moves to correct this 
undesirable situation. The progressive scale in H.R. 9801 will give the shops 
ime to make adjustments in order to meet these minimums and the final mini- 
mum of 80 cents should prove an ample margin for the reduced productivity, if 
any, of the blind workers. 


Mr. Roosrveir. The committee will now hear testimony on H.R. 
488, and companion bills. 

The first witness this morning will be the representative of the 
nternational Brotherhood of Pulp, Sulphite & Paper Mill Workers, 
Mr. George W. Brooks. 

Mr. Brooks, we are happy to have you, sir. 

May I point out that unfortunately the committee only has until 12 
Yelock, or shortly thereafter, when a quorum call may come. So we 
wre going to ask you to be as brief as you possibly can. 

Mr. Brooks. Yes, sir. 


ATEMENT OF GEORGE W. BROOKS, DIRECTOR OF RESEARCH AND 
ut@ EDUCATION, INTERNATIONAL BROTHERHOOD OF PULP, SUL- 
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ot Mr. Brooks. I won’t read anything from my written statement, but 
|e UE 


‘a find that it is insufficient in several respects and I would like to sup- 
om ement it briefly. 

, if@ Iam addressing myself exclusively to the 12-man logging exemption. 
m i 

f th 
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My name is George Brooks. I am research and education directo} The 
for the International Brotherhood of Pulp, Sulphite, & Paper Mil} elives 


Workers, the largest union in the pulp and paper industry. Now 
Most of our members are employees of mills, but we do have a fey} that li 
who cut wood, this e: 
We would like to have more, but we are having considerable diff] possib 
culty organizing them. from t 


Now, I would like to address myself to the testimony which haf The 
been presented by a large number of witnesses, both before the Senate} dustry 
Labor Committee and before this committee, representing for th} Int 
most part self-termed independent logging contractors. This testi-f has inc 


mony, to put it briefly, is as phony as a nine dollar bill. cut. 
I would like to give my reasons for saying that. In 1 


The first argument that they use is that they will have considerable cuts 6 
difficulty with recordkeeping. The argument roughly is that th are tal 
men who are cutting these logs are separated physically from therf Par 
supervision, scattered throughout the woods, and that, therefore, the South 
are unable to keep accurate records, that they must therefore rely upoif its sha 
the word of these employees as to how many hours they work and thf I th 
picture they draw for us is that these employees whose livelihood, of small 
course, depends exclusively upon these contractors, will tell undetecf labor t 
ible lies about how many hours they worked. So f 

Now, this is a complete impossibility. If these contractors have anf tion fc 
scale at all, and they must have, of course, to survive, they can est Jem ak 
mate within a small fraction of a cord exactly how long it takest@ But 
gather, fell, buck, and truck a given number of cords from a give cut by 
tract of land. and pa 

If they do not know how to do this, they are out of business, whethe} Now 
they have an exemption or not. not su 

The idea that these men whose complete livelihood depends on thes posite 
contractors, whose employment is on a day-to-day basis, can tell lief called 
to their supervisors and get away with it, is absurd. exemmp 

Now, this matter has come up frequently. In 1946 before thee} In 1 
emption was in effect, hearings were held by the Wage-Hour Ad ging e 
ministrator and the industry pleaded for exemption on the venf nation 
grounds which are now being argued. town, 

And the Administrator, Mr. Walling at that time, found that t Now 
problem was not unique. cuttin; 

Many employers have employees who are physically separated from tors be 
them for whom supervision is difficult and whose situation was  sidize« 
different than these logging contractors and the relief was denied. _} be use 

The recordkeeping obligations are most simple. According tot The 
handy reference guide which is issued by the Department. of Laboi these ; 
they do not have to keep any particular form of record; they dom] Now 
have to make any reports to anybody. They simply have to be ab# willing 
to produce at the time specified by the Government the number “laws, 

















hours worked and the compensation for those hours for any particulfin the 
period of time. : We 
This is all they are required to do. them : 


These records are infinitely simpler to keep, the records of théqwith t 
same men who claim a certain amount of illiteracy, much simpl{ployee 
than the records they have to keep for their logging accounts anywa} The 
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ecto] They keep fairly elaborate records of the amount of wood they cut, 

Mil deliver, and so on. 

Now, the second kind of testimony to which we take exception is 
: fer} that line of argument which suggests that with the abandonment of 
this exemption these people are going to find it economically im- 
difi:| possible to operate. It is ironical that this testimony should come 
from the South. 

‘al The pulp and paper industry is generally a highly profitable in- 
nati] dustry. It is exceptionally profitable in the South. 

* th} In the past 12 years the area from which these cries of dismay come 
testi-{ has increased phenomenally its share of the total amount of pulpwood 
cut. 

In 1947 the South cut exactly half of 181%4 million cords. It now 
rablf cuts 60 percent of 40 million cords. This is at the very time these men 
> the are talking about. 
thet} Part. of this period was before they had any exemption at all, the 
South has gained enormously over the rest of the country in terms of 
itsshare of pulpwood cut. 

I think the intent of Congress is clear. They intend to protect the 








So far as this union is concerned, there is no objection to any exemp- 
» anf tion for any farmer cutting wood on his own land. There is no — 
esti} lem about: those people. 

esti! But the vast volume of pulpwood is not cut by such farmers. It is 
rivell cut by people who are directly or indirectly in the employ of pulp 

and paper companies, 

othe? Now, the argument which has been used here is that these men can- 
not survive without the 12-man logger exemption. Exactly the op- 
thes posite is true. The 12-man logger exemption created this smal] so- 
| lief called independent contractor. He did not exist before the logging 
exemption went into effect except on a small scale. 

eet In 1946, and from then until 1948 and through 1949, when the log- 

Ad} ging exemption went into effect, I think January 25, 1950, the Inter- 
verf national Paper Co. had on its payrolls at one location only, George- 
town, S.C., 2,000 employees engaged in cutting pulpwood. 

Now, these 2,000 men are still cutting pulpwood, but they are now 
cutting it under the guise of working for small independent contrac- 
frou} tors because the International Paper Co. has now divided and sub- 
sidized its responsibility so that no single crew, and this word should 
be used in quotation marks, no single crew has more than 12 men. 
ott! The result is that the 12-man logging exemption, far from saving 
abot} these people, has created them. 
omy Now, I think the companies in the South are profitable enough and 
abl willing to operate their crews with the protection of Federal labor 
er laws. I say this because there is a strong strain of humanitarianism 
cult'tin the management of southern companies. 

We enjoy excellent relations with them. We are as pleased with 
them as they are with us. We find throughout all our negotiations 
the#with them that there is none of the impulse to take advantage of em- 
np ployees which is so frequently charged against employers. 
wi}? These are very high type of management people. But no one 
mpany or no group of companies can afford to put these people on 
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their own payrolls and give them the coverage of the Fair Label first v 
Standards Act and the rest of the legislation, because these men di} jn the 
not get coverage under any laws, if their competitors are not goin} Sin 
to be required to do so, also. in the 

They are perfectly willing, in my opinion, to operate these crew} It n 
with full coverage of Federal laws, but they are not going to dow the S« 
if they would end up paying $3 or $4 a cord more in total labor cosf base 
than their competitors would have to pay. reguls 

Now, another ironical part of this testimony is that these peopkf I a 
who have testified here have frequently boasted that their experiencs} proud 
in logging wood, goes back 25 or 30 years. much 

This means that they have been continuously in operation overs to pay 
period of time which did not include any logging exemption atalf As 
These are the people who have the skills that are required to get thf worki 
wood out of the woods. In} 

The point I need to make most of all is that this wood is going The 
to be cut. There is going to be no economic catastrophe if we rf the cc 
quire these people to be covered by the law. It has to be cut. differ 

The insatiable mills are going to continue to require these YF Me: 
million cords of wood a year. They will be cut by independent con} Their 
tractors; they will be cut by employees of the company, but they wilf of the 
be cut. tions, 

Now, the next point, the final point, I would like to make is thai crews 
estimates have frequently been made here that after all these pulp} or dec 
wood cutters do pretty well. This simply is not true. Ty} 

I speak here of personal knowledge. I happen to have a stake avera, 
in a small tree farm, myself. I know what is involved in cutting} substa 
wood. these 

I worked at a chain saw, myself, a backbreaking operation. I - cuttin 
seen these men working. Thi 

It is true theoretically that with the advent of the chain sav} able a 
a crew of loggers can do pretty well if the weather is clear, the ers w 
roads are dry, the woods are workable, the contractor has not mis} make 
calculated, the demand for pulpwood is steady that particular dayf | thir 

But these conditions rarely exist. Most pulpwood cutters do nef Stand 








get 3 or 4 full days of work continuously any time in the year. presse 
The result is that the burden of the piecework system falls wit} Th: 
exceptional harshness on these people. Mr 
They show up for work. If it starts to rain they get no worl} and f 
and no income. Yo 
If the chain saw breaks down, they don’t get any work. ing tl 
If the trucks don’t show up, they don’t get any work. Mr 


If the contractor is sick and does not show up that morning the} (T! 
don’t get any work. 
All we are asking is after a man has put in his time during the} 5"47® 
week, if the total hours he works and the pay he gets for them dom] Wo, 
add up to a total of at least the minimum, he gets that minimum from 
the employer. Pa 
Compare what has happened to these people with what has hap} your 
pened to mill employees. Both of them in 1937 were getting abot} ductic 
18 cents an hour. When the Fair Labor Standards Act first wemlf few w 


into effect, I think it was 30 cents originally in the South, when tt eh 


agree! 
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frst went into effect almost every common laborer in the mills and 
in the woods got an automatic wage increase to 30 cents an hour. 

Since that time the wages of mill employees in almost every mill 
in the South have risen to a minimum of $1.92 an hour. 

It may be of interest to the committee to know that our wages in 
the South are higher than in the North for comparable work. The 
base rates are es the same, but skilled workers in the South 
regularly get more money than in the North. 

I am not complaining about this. You understand that. We are 
proud of it. But the fact is that the southern industry has been so 
much more profitable, so much more efficient, that it has been able 
topay higher wages than in the North. 

A skilled mechanic in the South gets $3.02 an hour. In the North 
working for the same company, $2.67. 

In Maine, $2.93. Inthe Lake States, $1.81. 

The only place in which there are higher paid.skilled workers in 
the country than in the South is on the west coast. And there the 
difference is not very great. 

Meanwhile, nothing like this has happened to the woodworkers. 
Their wages rose from 1946 through 1949, during the time when all 
of the companies in the South were operating their own woods opera- 
tions, but with the advent of the 12-man logger exemption these 
crews were dispersed and the wages of these men have been stationary 
or declining since that time. 

Typically a worker in the South cutting wood cannot expect to 
average more than 50 or 60 cents an hour. As a result there is a 
substantial amount of Federal tax money being paid in relief for 
these workers; full-time workers are receiving relief in the South, 
cutting wood. 

This is an odd situation, it seems to us, when an industry as profit- 
able as the pulp and paper industry should ride on the backs of work- 
ers who then have to get Federal relief from tax money in order to 
make ends meet. I think the industry can afford the wage increase. 
I think most of them would welcome coverage under the Fair Labor 
Standards Act just as it requires that we protect poorly paid and 
pressed workers. 

Thank you, sir. 

Mr. Roosevett. Thank you very much for your excellent statement 
and for your assistance to the committee in summarizing it. 

Your full statement will be put in the record immediately follow- 
ing the summary you have just made, without objection. 

Mr. Brooks. Thank you. 

(The statement referred to follows :) 


STATEMENT SUBMITTED BY GEORGE W. Brooks, Director oF RESEARCH AND Epvu- 
CATION, INTERNATIONAL BROTHERHOOD OF PULP, SULPHITE AND PAPER MILL 
WORKERS 


The International Brotherhood of Pulp, Sulphite and Paper Mill Workers 
Union AFL-CIO has a special and direct interest in the act being considered by 
your committee, since our membership is closely dependent upon timber pro- 
duction as a source of raw material. We also include in our membership a 
few workers employed in producing pulpwood, although most of them work in 
pulp and paper mills and paper converting plants. Since much of the testimony 
for the industry has come from the South, I should say that we have labor 
agreements marked by a high degree of understanding and industrial peace with 
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every major firm in the industry in the South. The Fair Labor Standards AqfAmong 
at present exempts large numbers of woodsworkers who are excluded from mipfof the 
imum wage coverage by section 13(a)15. We do not feel that the great disfties for 
parity of coverage between groups in the mill and in the woods in the gsanpfone wh 
industry is a healthy thing either for the industry or for the communities defcontrol 
pendent upon the paper industry. the deg 
The original purpose of the 12-man logging exemption was to allow the trulfplied. 
independent farmer who owns or operates some forest land to hire or “traf “At | 
work” with a few neighbors during the off-season periods and thus supplement concent 
his and their income. These part-time farmers do not produce timber as theif approp! 
main oecupation. Most of these men cut a few trucklouds of wood and are peghas no 
equipped to keep the elaborate sets of accounts required by those who engage does Do 
regularly in logging for a living. yard to 
But this exemption, which was designed to help these part-time pulpwoofcouside 
furmer-producers has been perverted into an elaborate system of evasion of thgwhere ¢ 
social responsibility for paying living wages. As a result large numbers of bomfthe Adi 
fide woods producers are not able to maintain decent homes, unable to keep wppprecedil 
on their payments for their trucks and logging equipment and are in a generallyfit will n 
substandard condition when compared with people in other occupations. T amgpreduct 
personally familiar with the substandard—sometimes worse—conditions of manyfle choo 
of these workers. Their living standards are a shocking contrast when com-pbiring, 
pared with the mill employees who are covered by the minimum wage law angcew bo 
are members of our union. 
In ort 
employe 
The 1949 amendment to the Fair Labor Standards Act of 1938 with which thisgueeds t 


BASIC PROVISIONS OF THE LAW 





analysis is concerned reads as follows: product: 
cent) hi 
“SECTION 788.1—STATUTORY PROVISIONS CONSIDERED one-four 


“The Pair Labor Standards Amendments of 1949 amend the Fair Labor Stané 
ards Act of 19388 by providing, among other things, a new exemption, secti@ 
13(a) (15), from the minimum wage provisions of section 6 and the maxinum 
hours provisions of section 7, as follows: 

“The provisions of sections 6 and 7 shall not apply with respect to * * * any 
employee employed in planting or tending trees, cruising, surveying, or felling 
timber, or in preparing or transporting logs or other forestry products to the 
inill, processing plant, railroad, or other transportation terminal, if the numbe 
of employees employed by his employer in such forestry or lumbering operations 
does not exceed twelve.” 

The definition of what situations may or may not be exempted has been sé¢ 
in the following Code of Federal Reguiations : 
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“TITLE 29, PART 788.6—-COUNTING THE 12 EMPLOYEES 


“(b) In many cases an employer who operates a sawmill or concentrati@ 
yard will be supplied with logs or other forestry products by several crews @ 
persons who are engaged in the named operations. Frequently some or all é 
such crews, separately considered, do not employ more than twelve persons, bit 
the total number of such employees is in excess of twelve. Whether the exemp 
tion will apply to the members of the individual crews which do not exceed 
twelve, will depend on whether they are employees of the sawmill or concet: 
tration yard to which the logs or other forestry products are delivered or whethe 
each such crew is a truly independent owned and operated business, If the 
number of employees in such a truly and independently owned and operated 
business does not exceed twelve, the exemption will apply. On the other hand 
the Administrator will assume that the courts will be reluctant to approve a 
bona fide a plan by which an employer of a large number of woods employee 
splits his employees into several allegedly ‘independent businesses’ in ordet 
to take advantage of the exemption. 

“The Supreme Court has made it clear that there is no single rule or test 
for determining whether an individual is an employee or an independent cot 
tractor, but that the ‘total situation controls.’ In general an employee, as dit 
tinguished from a person who is engaged in a business of his own, is one wht 
‘follows the usual path of an employee’ and is dependent on the business w 
he serves. As an aid in assessing the total situation the Court mentioned some 
of the characteristics of the two classifications which should be considereé 


many 
(tree fa 
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-A¢|Among these are: The extent to which the services rendered are an integral part 
mip fof the principal’s business, the permanency of the relationship, the opportuni- 
dis{ties for profit or loss, the initiative, judgment or foresight exercised by the 
‘amefone Who performs the services, the amount of investment, and the degree of 
s defcontrol which the principal has in the situation. The Court specifically rejected 
the degree of control retained by the principal as the sole criterion to be ap- 
Tulp} plied. wean , ” ; 

rag} “At least in one situation it is possible to be specific: Where the sawmill or 
nen gconcentration yard to which the products are delivered owns the land or the 
therfappropriation rights to the timber or other forestry products, the crew boss 
»nogbas no very substantial investment in tools or machinery used, and the crew 
gagepiloes not transfer its relationship as a unit from one sawmill or concentration 
yard to another, the crew boss and the employees working under him will be 
vod wnsidered employees of the sawmill or concentration yard. Other situations, 
f thawhere one or more of these three factors are not present, will be considered by 
bomg the Administrator as they arise on the basis of the criteria mentioned in the 
p wppreceding paragraph. Where all of these three criteria are present, however, 
rallypit will make no difference if the crew boss receives the entire compensation for the 
I angproduction from the sawmill or concentration yard and distributes it in any way 
any § Lie chooses to the crew members. Similarly, it will make no difference if the 
com-guiring, firing and supervising of the crew members is left in the hands of the 
anipcrew boss.” 

IMPACT OF EXEMPTION ON WOODS WORKERS 


In order to understand clearly the impact of the present exemption of logging 
employees of less than 12 men, the structure of the forest products industry 
thispueeds to be related to firm sizes engaged in the production of rough forest 
products. The census of 1954 reported that of the 12,865 “firms” 9,266 (72 per- 
cent) had from 1 to 4 employees per firm (totaling 19,600) and produced about 
mefourth of the total value added by manufacture. The census is estimated 
ohave “caught” only 50 percent of firms engaged in logging. These can be 
‘Fcompared to the figures submitted by the American Pulpwood Association which 
showed that 34,863 part-time farmers produced approximately 27.8 percent of 
the pulpwood input used by the paper industry (less than 1,000 cords per firm 
pryear). Large numbers of these part-time farmers escaped census enumera- 
tion since their winter woods work is over by spring. 

The 3,600 firms employing 5 or more men on logging operations reported in 
the census included 54,000 employees and produced about three-fourths of the 
total log and pulpwood output for 1954. These firms compare with the 14,0406 
“regular” producers which the American Pulpwood Association has indicated 
as producing over 1,000 cords’ yearly and totaling 63.1 percent of the total 
apermill pulpwood input. 

Thus, pulpwood production is derived from two major groups: the larger 
roducers who make logging their regular business and the part-time farmer- 
ogger who sells some pulpwood which he logs during the winter months. The 
regular” producers work mainly on a contract basis, either by hiring logging 
Trews and purchasing timber stumpage on which they work, or primarily :s 
ealers who collect the product of many small subcontractor (captive) loggers. 
ttmany cases the papermill may furnish the timber from its own forest Innd 
(tree farm) or furnish timber stumpage bought from public forests or private 
Whers which it then makes available to the contractor or regular producer. 
These larger, “regular” producers who cut and deliver more than 1,000 cords 
et year are operating contracting firms with regular systems of accounts: they 
re usually financed in part by the papermill with whom they do business; they 
re usually limited in their market to one or at most two papermills in most 
tts of the country. They have no part in pricemaking decisions. They are, 
n fact, not independent small businesses as the Senate Small Business Com- 































ve ah; : 3 s > " 
phe littee report made clear when it excluded them from consideration.’ They 
ord fe essentially affiliated instruments created by the forest industry under its 


mplete control, for certain conveniences in carrying out the logging function. 
This scattering of logging operations results in part from the highly mobile 
nd dispersed nature of timber harvesting. Large centrally controlled cor- 


*1,000 eords is 50 gondola railroad cars or about 330 loaded trucks. 

*“The Small Independent Firms’ Role in the Forest Products Industry,’ report of the 
leet Committee on Small Business of the U.S. Senate on the Problems of the Independent 
ogging and Sawmill Industry, Rept. 240, U.S. Senate, Washington, D.C., May 5, 1959. 
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porations find it more convenient to shift over to contractors the supervising }pine sa 
and management of the various functions involved in logging. With nearly fin tabl 
complete control by the central company of financing, marketing, price, timing}small | 
of purchases, grading of the product and in supplying some of the stumpage }binatio 
the contractor as an independent operator is a fictional creation of the lay} ment r 
and of the company itself. By paying for pulpwood by the cord when it jg} year-ro 
acquired from small farmer-loggers and subcontractors, the responsibility for] ments 
many social costs (unemployment, workmen’s compensation and old age ip operati 


surance), is often avoided by the pulpwood buyer. necessa 
supervi 

OPPOSITION TO CHANGING THE AMENDMENT regular 

scribed 


It is important that we now compare the statements of those who wonlif on piec 
keep the 12-man exemption for loggers with the situation which actually pref qperati 
vails in the industry. The large majority of people who are opposed to elimi} compar 
nation of this exemption are in fact spokesmen for pulp, paper and lumbef show t 
industries in one capacity or another (especially as prime contract holders)—f need tc 
not the small loggers themselves. when i 

The associations which are speaking against the removal of this amendmetf Sspok 
are in some cases bona fide industry associations but they are not represents  woodsw 
tives of either small owners or small loggers. There are several others whi@f fact th 
purport to be forest owners’ associations but which in fact are primarily «fried by 
heavily supported by the industry which uses wood. Although some “small’f Actual 
owners are members of such groups, few if any part-time farmer-loggers arf that so 
represented by them. It is unlikely that an association which is most heavilf ninimu 
supported by the large buyers of the product (pulpwood for the most part) caf figures 
speak out independently for the interests of the sellers. This is a clear-cut caxf which ; 
of conflict of interest resolved in favor of the buyers. tion wh 

But another group of people are also opposed to the elimination of this ef pulpwo 
empting amendment—the dealers and contractors who subcontract large amouniif of thei 
of their logging to small producers with less than 12 men on their crewif powere 
There will be a large number of people who are timber producers who wilf acciden 
testify or write to the committee, but they will all be large dealers and out of | 
tract operators who have close ties to the mills. They are not “independent’f most h: 
loggers. In the Senate hearings on this same subject only one genuine smalf acciden 
producer testified and he was threatened with economic sanctions as soon#? But i 
he got home to Mississippi. There is real difficulty in getting genuine smalfthere si 
producer witnesses because they fear economic reprisals and because they hav product 
no organization to represent them. It is these small “dependent” subcontractonf recordk 
who are the primary victims of this unfair amendment. produce 

The main contention of those who would keep the exemption of logging crem§ ting m1 
of 12 men or less in the Fair Labor Standards Act is that it is impossible ti} of pulp’ 
keep correct records of scattered crews who are employed on a piecework basi§ woods, 
At present the only counting needed is the sealing up of sticks or logs at cannot 




















deck and paying the logger. No record of time needed for this productioni— The « 
kept. In the case of the small farmer whose helpers come in for a part of tp small 1 


day between farm chores, it may be true that detailed time and produecti@{ South, 
recordkeeping would be a burdensome overhead. The small farmer-produt} rose on 
with two or three men cutting on his own woodlot in his spare time is far diffep prices } 
ent today from the efficient well-equipped logging operator. Not so the caspon pape 
with the regular contractor and dealer who subcontracts with smaller produce} Wood pr 
of timber to cut several hundred cords of pulpwood over a period of time. T 
smaller subcontractor must hire a few men (always less than 12) and pi 
them regularly as they produce the wood. In effect the subcontractor has ol 
one market—the paper mill which buys the wood through the dealer; he} Pulp ar 
usually financed with credit advances by the dealer who in turn is givel Net pro 
drawing account by the mill on his contract: he must accept the company s¢ Pulpwo 
on his wood; and frequently timber itself is furnished by the company fr All who 
its tree farms or more correctly, industrial forests. We would like to sh] app, 
that 12-man crews operated by regular producers are the optimum of efficient Select C 
in the logging business. me 
SIZE OF OPERATION 

Since 

A logging engineer of the U.S. Forest Service made an estimate of the optii@his wor 
and most efficient combination of manpower and equipment for logging in seve™pulpwox 
types of timber in the Eastern United States—northern hardwood of the Norm@nflatio: 
eastern and the Lake States, northern pulpwood in both regions, and south 
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pine sawlogs and pulpwood in 14 Southern States. His estimates are presented 
in table III (p. 17) of the Senate Small Business Committee report 280 on the 
gnall logging and sawmill business. This table shows that the optimum com- 
pination for high productivity per man using modern machinery and equip- 
ment requires a labor force of from 10 to 14 men. This presumes full time, 
year-round operation for such a combination of men and machinery. (Invest- 
ments of more than $50,000 are required). Pulpwood production from such an 
gperation would be about 6,000 cords per year, which is adequate to cover the 
necessary Overhead and social costs of production including recordkeeping and 
supervision of woods work done.on a piecework basis. These, then, are the 
regular producers who are far different from the part-time farmer-logger de- 
vribed above. There appears to be no real reason why the problems of checking 
on piecework as a basis for minimum wage payments cannot be handled by 
operations of this high level of efficiency (which is a principal objection of the 
company men and larger producers.) All they need to have are records whic 
show that men are paid a legal wage for the time worked. Why then do wa 
need to exempt in the law the most efficient contract producers from coverage 
when it is the intention only to exempt the small independent farmer-loggert 

Spokesmen for the industry—including large contractors—have stated that 
woodsworkers earn at least $1 per hour at present. They omit mention of the 
fact that social security, accident, or unemployment insurance is seldom car- 
ried by most of these small subcontractors who absorb all the risks of logging. 
Actual figures reported by the Annual Survey of Manufactures in 1957 showed 
that southern logging workers average $1.06 per hour. These are average—not 
ninimum wages. Fringe benefits are not revealed in these data. While these 
figures may be correct, they probably include wages in the sawlog size timber 
which are considerably larger than those paid in cutting pulpwood. Informa- 
tion which we have obtained through independent checking indicates that many 
pulpwood cutters have less than 50 cents per hour of net take-home pay. Out 
of their gross wage must come gasoline, repairs, and depreciation on their 
powered chain saw, axes, and other equipment used on the job. Lost time from 
accidents and bad weather is of course not shown, but in an industry carried on 
out of doors this lost time is a considerable factor. And logging is one of the 
‘Pmost hazardous industries in the United States if insurance company rates on 
accident insurance are to be used as a measure. 

But if it is true that the legal minimum wage is being paid even now, why is 
there so much opposition to the elimination of the 12-man exemption? Surely 
# production costs would increase little if any and the slight amount of additional 
recordkeeping would not be an important cost addition to the regular contractor- 
producers who keep close records of work performed in any case. Piece rate cut- 
ting must bear a definite relationship to the time needed to cut a given number 
of pulpwood sticks—and a good manager would not long keep poor cutters in the 
‘woods. The argument used by so many industry witnesses that piece rates 
#cannot be related to timework does not hold up in the light of evidence. 
The complete control which the large pulpwood buying concerns have over the 
# small logger is carried further in the price which is paid for pulpwood. In the 
South, for example, the price of southern pipe pulpwood between 1946 and 1957 
# tose only half as much as the price of paper. In the Lake States pulpwood 

prices have remained nearly the same for 9 years despite a steady upward push 
on paper prices. The data set forth below compare the postwar rise in pulp- 
wood prices with all other prices since 1946: 


Postwar trends beween 1946 and 1957 
Percent 

Pulp and paper prices increased * 
Net profits of paper industry (after taxes) increased * 
Pulpwood prices increased * 
All wholesale prices increased ° 

*“The Small Independent Firm’s Role in the Forest Products Industry,” report of the 
Select Committee on Small Business, U.S. Senate, May 5, 1959. 


‘From Monthly Statistical Summary, April 1956, of American Paper & Pulp Associa- 
tion, 122 East 42d St., New York, N.Y. 


Since prices received for pulpwood are the wages obtained by the producer for 
lis work (minus stumpage and equipment costs), it becomes obvious that the 
ulpwood producer has not been able to maintain his income with the postwar 
iflation of all other prices. This is a major reason for his economic difficulty. 
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If the principal purpose of this exemption is to help the small, independent] pitting 
farmer-logger who cuts only seasonally, the best thing we can do for him ig] ied in 
cover all the bona fide, regular producers and their employees. Under the] The fa 
present exemption which permits the most efficient producers to pay substan¢] tractor 
ard wages, labor costs have been kept abnormally low and pulpwood prices have] the wo: 
failed to rise as rapidly as all other costs. This has hurt the small independent] them w 
logger, since his income is directly related to the price he receives for his produe,] more s 
This amendment has the effect of giving him unfair competition. There is mf compar 
question but what the favorable profit situation of the paper industry durig] The 
postwar years is sufficiently high so that the slight cost increase through pay-} social ¢ 
ment of living wages would be easily absorbed. And in the process, an improve supplie 
ment in the pulpwood price would certainly result and thus benefit the smaljf exempt 
timber grower and independent logger. substiti 

Several witnesses have pointed out how the west coast logging operation wishes 
‘an pay much higher wage scales since they are more highly mechanized. This} This ex 
may be due in part to the size of timber, but when the 12-man exemption was} monstr 
enacted in 1949, hand and horse labor were still very common in the woods jy 1949 
Since then chain saws, mechanical loaders on trucks, crawler tractors, and manyf or less 
other mechanical devices have been taking out much of the backbreaking labor “Pro 
from woods work. But the fact that some regions, especially the South whied§ jogging 
seems to be most opposed to any change in the exemption, have lagged inf control! 
mechanization may be due to the low wage scales permitted by this exemption § pulpwo 
Would not the elimination of this exemption cause southern and other loggen§ any Sta 
to mechanize more completely in order to hold their costs down and thus be. 
able to pay better wages to more highly skilled labor? And would not this make Mr. 
for a fairer competitive situation between the various regions in the Unite I no 
States? wordy 

A president of a Canadian newsprint company has charged before a @ Mr 
nadian governmental committee that the paper industry in the South is operating 4, ° 
on “a slave labor” basis in the woods. Direct quotes from Mr. Douglas W. Am Mr. 
bridge’s statement (president of Abitibi Power & Paper Co. which operates mill ofina 
also in the United States) made before a House of Commons hearing in Ottam— [pn o 
last May are as follows: giving 

















“The southern forestry business is another subject altogether. It might ip pe 
Us OW} 
low costs which have produced this competition of which you are speaking. 
Itisa 
very much more suitable. If you have been through the woods there you know 
: cate he 
“Then they have this so-called slave labor they use down there, which just 
“Now do not forget there is not one single paper company in the South whid As I 
minimum wage law as it is now, and also exempts them from the workmen’ Mr 
their low-cost wood on, and do not forget it. Teasona 
“T would say that it is probably within the realm of possibility that this 
; figure, 
RECOM MENDATIONS 
wood in many parts of the country are denied the simple rights available ood 01 
fo~ substandard wages and working conditions. Mr. ] 


terest you to know something about that. We have done a good deal of invest 
Mr. 

“In the first place, the average temperature down there is very much higher 
fit toge 

you can go through and knock out a road with a bulldozer. You can log th 
. : . . . > : Som 

now is meeting the attention of Congress. Senator Kennedy has a bill to get 
runs its own woods operation. It is all sub, sub, subcontract until they hav§magic | 

compensation, and so on. They have our colored brethren down there whi 
“What we have to fight is the so-called slave labor in the United States. I distane 
committee could send a subcommittee down to the Southern States and havet Mr. 
he san 

most American workers, and as a result they suffer low incomes. The heart d 
We should like to urge this committee to eliminate this 12-man loophdlh saw. 


gation, naturally, as to what goes on in the South, which makes possible thes 
the ag 
than it is here. Everybody knows that. In the second place, their terrain is 
Mr. . 
whole year around. 
the minimum wage up from $1 to $1.25. low for 
a crew of men less than 12 which exempts them from the provisions of th Mr. | 
work for what they can get and a kick in the pants. That is what they ba Mr. 
is the most serious competition we have to meet. 
Ther 
good look at what they do down there, and see how you would like it.” hardsh: 
It is clear from the foregoing presentation that loggers who produce pulp} Mr. | 
the trouble lies in the 12-man logging exemption which is a monstrous loophol Mr. I 
exemption in the law whereby the fiction of independent contractors is pe 
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mitting serious abuses by the large and powerful against the weak and unorgan- 
ed in one of the most difficult and hazardous occupations in the country today. 
The fact is that the large proportion of woods workers are not independent con- 
tractors but are completely controlled in their market, the type and quality of 
the wood they deliver, the price which is paid them, the credit advances made to 
them which keep them in debt, the furnishing of timber for them to cut and other 
more subtle ways. ‘These men are in fact, but not by law, employees of the 
companies which they supply with pulpwood. 

The time is long past due for the paper industry to live up to its moral and 
social obligations to assume a straightforward relationship with these dependent 
suppliers of its raw material. We strongly urge that this 12-man logging crew 
exemption be reduced to no more than 5 and that a very specific provision be 
substituted which does permit the part-time farmer with a small woodlot who 
wishes to cut a little timber in off season on his own land to hire seasonal help. 
This exemption needs to be carefully worded to avoid the development of the 
monstrous loophole which took place under section 13(a) of the present law back 
in 1949. We would accept modification of the present exemption to five men 
or less and addition of the following amendment to the exemption: 

“Provided, That this clause (15) shall not apply to any employee engaged in 
logging or forestry operations if the land is owned or leased, or the operation is 
controlled, directly or indirectly, by an enterprise engaged in the production of 
‘ion. f pulpwood, sawlogs, or other forest products, or is owned by the United States, 
gen f any State, county, or other local government.” 
ae? Mr. Roosnverr. May I ask one question / 
it} =I notice you have made a specific recommendation as to legislative 
wording in your prepared statement. 

Mr. Brooks. Yes, sir. 
anf Mr. Rooseverr. Could that be worked around affirmatively instead 
nils} of In a negative manner ¢ 
am— In other words, eliminating the 12-mean exemption altogether and 
teeing a em Sa only to the employee working for a man who owns 
esti US own land and has not leased it out to anybody else. 
heef Mr. Brooxs. Yes, sir; we considered that, but the difficulty is that 
g. fihe agricultural exemption already exempts many such employees. 
Itis a problem, in other words, of making two kinds of exemptions 
it together and be consistent with each other. 

Mr. Roosrvetr. You see, the thing that bothers me is that you advo- 
cate here a modification to a five-man crew or less. 

Some members of the committee may feel that the five-man is too 
low for an individual farmer taking a team of men as an economic unit. 

As I recall the testimony pretty much, it indicates that there is no 
magic number such as 12. 

Mr. Brooxs. That is right. 

Mr, Roosrvevr. Is five too low for an economic unit in your opinion ? 
pat Mr. Brooxs. No, sir; I have seen crews operating with five with 
rasonable efficiency. A good deal depends on the terrain and the 
distance from the mill. In some places five men would be too few. 

There are others in which it would not be. 

Mr. Rooseverr. Where it is too few, does that not indicate some 
wrdship? Might we not leave it at, say, 10 or approximately that 
igure, and put in this proviso that you have here and still accomplish 
he same thing ? 
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pul} Mr. Brooxs. The general, independent farmer cutting on his own 
oo ood on his own land will never have 10 men. 
phot} Mr. Rooseverr. How many will he have? 

Mr. Brooxs. Two, three, four. He can organize his work around 
ne saw. These crews generally depend nowadays upon the economy 
se 
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of operating a chain saw. This has been the crucial change in the 
operation of woodcutting. 

You can organize a crew with one saw in which the same man fells 
the trees and bucks them. He will have a man working with him who 
trims the limbs and measures off the lengths, makes a mark with an 
ax or a piece of chalk. ‘Then he will take a man or two to load and 
truck the wood. 

But the small, independent farmer is a man who is working in his 
spare time. He does not have to truck the same day. He could even 
work with less than four men. 

Many farmers cut, fell, buck, load and truck their own wood all by 
themselves. Nobody wants to hurt that. 

But when you get up to 10 you are talking about an operation that 
is a lot bigger than the typically small farmer about whom all of us 
are equally concerned. We do not want to hurt him. He does not 
hire 10 men. 

These 10-men crews are subcontractors or contractors working for 
pulp and paper companies. They cannot even bargain their price. 

Their price is fixed before they start. They know exactly what 
they are going to get for their wood. They cannot withhold it. They 
are not independent in any sense of the word. 

Mr. Roosrvetr. Thank you, sir. 

Mr. Dent? 

Mr. Dent. You said something there that interests me. They ar 
subeontractors and independent contractors working for some big 
pulp company. 

Mr. Brooks. Yes, sir. 

Mr. Dent. Do you mean that there is a crew of 12 in plot A in the 
woods, another crew alongside of it, 12, another crew of 12 alongside 
of it, and so on? 

Mr. Brooks. Yes, sir. 

Mr. Dent. These all work for the same employer ? 

Mr. Brooxs. That is exactly what I mean. That is exactly the way 
these are organized. 

Mr. Denr. You are telling this committee that the device is being 
used to circumvent the law by breaking up the units into that which i 
exempted under the law, but that they still all work for the same 
contractor or the same employer, we will say. 

Mr. Brooks. The same pulp and paper company. 

Mr. Dent. You mean if we were to amend the law and say all crews 
of 20, that these crews could automatically go up to 20? 

Mr. Brooxs. Yes, sir; and would, some of them. It would depend 

Many of the crews are not 12 now. You have many crews in the 
woods that are only five or six men. You have many that are 10. 

Mr. Dent. I was not here when the bill was passed, but it is my 
understanding that the idea of placing the 12-man limit on was that 
that particular 12-man unit was about the size or the top limit of the 
unit that would really be an independent contractor without any 
strings attached as to working for the same employ pulp company. 

The pulp companies then hire these groups and make them up ap 
proximately to the size to which the law limits them for exempti0 
now. 

Mr. Brooks. That is correct. 
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You see, part of the problem, Mr. Dent, is the loose use of the word 
“crew.” No one has defined this. It can mean either that small 
number of men working in a particular segment of the woods, or then 
it could mean, as it did mean in almost every pulp and paper company 
in the South, large aggregations of employees centered on a particular 
port, Georgetown, Mobile, Pascalouga, in which the crew would be 
organized around the use of the most efficient equipment. 

I have seen crews working in South Carolina where groups of three 
men would go out together, a bucker, and a piler, with one of these 
men trimming. They would make piles of wood which were then 
banded with steel. 

This is a crew if you want to call it that. Immediately after this 
wood is piled the man comes through with a crawler tractor, with an 
overhead loading device on it, and he mixes these things up and carts 
them through the woods. He is part of the crew in one sense of the 
word. He moves these to a central point where there will be an aggre- 
gation of 15 or 20 men sometimes, truckdrivers with huge trailers, a 
few maintenance men, a couple of men responsible for keeping roads 
clear, some fire prevention people, and so on. 

These could constitute a crew. 

But in fact, operating out of Georgetown the International Paper 
Co. had five or six such aggregations, a total out of that one location of 
nearly 2,000 men. Now, this is a crew, too. 

Mr. Dent. But they are covered ? 

Mr. Brooks. If they are on the employ of the companies. But 
since the 12-man logger exemption went through, all of these men 
below the maintenance crew have been separated from the company 
payroll. 

The company contracts to somebody at Georgetown who then sub- 
contracts down until they get the crew small enough to be covered 
by this exemption. 

Mr. Dent. We will never be able to write laws to get around that. 

If you bring it down to five men they will break it up to meet that. 

It is a very serious thing. 

Tam very much disturbed by your testimony, more than any other. 

Mr. Brooks. Perhaps we ought to stop at five men and just say the 
only man exempt is the farmer cutting his own trees, no matter how 
many. 

_ Ifthe farmer is cutting his own timber he is exempt. He is already 
inmy opinion exempt under the agricultural exemption. 

Mr. Den'r. That has always been my opinion. If he cuts his own 
timber, he ought to be exempt. 

Mr. Brooks. That is our position. We have no desire to cover 
the independent farmer. 

Mr. Roosreverr. Mr. Hiestand. 

Mr. Hiestanp. I am very much impressed with what my colleague 
has said and your attitude about the independent farmer as against 
the contractor. 

Is there not some other definition that we can put in rather than 
an arbitrary 12 or 5 man or so on, something perhaps having to do 
with agriculture, having to do with ownership ? 
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Could you devise some definition to do as we all seek to do, to not 
prevent the independent farmer from doing his own work, and yet 
to meet this problem ? 

Do you think you could make such a definition ? 

Mr. Brooks. May I try. I would like very much to have the right 
to communicate with the committee. ; 

Mr. Roosrvert. We would like to have you do that. 

As Mr. Hiestand says, this problem is a very difficult one for us, 

Mr. Brooxs. Yes, sir; I realize that. 

Mr. Rooseverr. If you will do that. 

We area little short on time for consideration of the bill, but if 
you could give that your best thought sometime in the next week, 
we will appreciate hearing from you and heving whatever you think 
you can give us as a suggestion. 

Mr. Brooks. Thank you, sir. 

Mr. Hiesranp. We appreciate that arbitrary limitations are apt 
to be unsound, no matter how you do it. 

Mr. Brooks. Yes, sir. 

Mr. Hiestanp. The more the Congress tries to legislate on an arbi- 
trary basis, the more injustices occur. 

I am just concerned also about these subcontractors. These fellows, 
just from my own information, are made an offer by the paper com- 
pany or the general contractor, are they, for a given price ? 

Or is it a piece price ? 

Mr. Brooks. It is a piece price. The piece is either a cord, four by 
four by eight, or a unit, which is four by five by nine. They deliver 
on that. basis. 

Mr. Hiesranp. Does it vary ? 

Mr. Brooks. No, sir. 

Mr. Hresranp. I mean from time to time? 

Mr. Brooks. It may vary from time to time. If the supply of pulp- 
wood temporarily runs short, they will raise the price to elicit a larger 
supply. 

Mr. Dent. May Task a question at that point ? 

Mr. Hiesranp. Yes. 

Mr. Denr. If a pulp company has 10 crews out in the field, are the 
prices exactly the same to every one of them 

Mr. Brooks. Yes, sir; every single one of them. 

Furthermore, if the man sells to the Scott Paper Co. or to the Gay- 
lord Co., or to the Crown Zellerbach Corp. and he is getting a certain 
price for the pulpwood, he will have to search very, very far to get 
a different price from any other company. 

Mr. Hiesranp. But he is a contractor who is offered a price, agrees 
upon the price, and produces the goods at that price? 

Mr. Brooks. Yes, sir; that is exactly right, sir. He passes this down 
to his employees all the way down. It is i piecework arrangement 
from top to bottom. 

You must not misunderstand me. I have nothing against these con- 
tractors. They perform a very important indispensable function, just 
as important as the cutters. We need them all. 

Mr. Hiesranp. They are so widely scattered you would have to have 
some kind of contractor to do the job? 
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Mr. Brooxs. No question about it, or supervisor or whatever you call 
him, somebody who is responsible for estim: iting, organizing the work, 
getting the tools and so on, 

There is an important function which we cannot get along without. 
Mr. Roosevetr. You did say in your testimony, did you not, that 
prior to the 1949 exemption going into effect that the companies s them- 
selves employed these people. 

Mr. Brooks. Yes, sir; large numbers of them. 

Mr. Roosevenr. And the 1 majority of employment in this field was 
on the company payroll. It only shifted into this characteristic after 
itheexemption was put intoeffect in 1949? Is that a correct statement ? 
Mr. Brooks. Mr. Roosevelt, there are always some small contractors, 
there have always been some, some who make a living by 
Mr. Roosrverr. Was the majority of the employment in the indus- 
try on the large company payrolls. 

Mr. Brooks. I don’t dare risk a specific answer on that. I can only 
say there were many thousands on company payrolls. It might have 

been more than half; I am not sure. 

You see, it is sometimes diflicult to segregate these because the same 
contractor working on a tract of land will cut for m: ny purposes. 

Mr. Rooseverr. Are there less now than there were in 1949 in com- 
parison to total employment in the industry ? 

Mr. Brooxs. Yes. Iam not sure that there are less, but the increase 
inemployment, if any, has been nowhere near in proportion to the 
output because we have enjoyed the same kind of technological ad- 
vantage there that we have in other places. 

Mr. Roosrveir. Your testimony would tend to show or make the 
point that employment in the industry has been broken down into 
these subcontractors in order to conform with the law. 

Mr. Brooks. Yes, sir. 

Mr. Roosrveir. Which would seem to me that they must have come 

of the company payroll and on the subcontractor ’s payroll. 

What figure can you give us to substantiate that ? 

Mr. Brooks. I shall see what I can get. 

Mr. Roosrveir. It is a nice theory, but if it is not so, if it is re- 
butted, then the committee will want to know it. 

If it is supported, the committee would want some facts and figures 
“gepport it. 

Mr. Brooks. The answer to the question as I now understand it, 
the employment on company payrolls is very sharply reduced, no 
(uestion about that. 

Mr. Hiesranp. But there is a substantial part of it still in existence. 

Mr. Brooks. It is not substantial compared to what it was. It is 
‘omething in the area of 20 percent of what it was. 

They have kept their maintenance crews and their truckdrivers of 
big trucks, firefighting, but the actual cutting of trees is now being 
done by the independent contractor, so- -called. 

Mr, Hirstanp. Could we say that a part of the increase would be 
the encouragement of farmers to do it on their own and to go into the 
ree raising in addition to their regular farming activities? 

Mr. Brooks. This has increased the supply of. wood in a very g grati- 
fying way, but would not have accountec for anything like the i in- 
ease in the 12 years I am talking about. It has gone from 9 million 
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to 24 million cords a year. Yes; it has been a factor and a very im-} of th 
portant and valuable one. out b 

Our union and the other unions in the industry are working with} Fit 
tree farmers. We are just as anxious to see that supply of wood] ple w 
guaranteed as anybody. We don’t want to handicap this in any way,} maril 
We are very, very anxious to be clear on this point. We do not want] State 
to have any legislation on the independent farmer. It is not neces} We 


sary. It is not desirable in our opinion. limits 
Mr. Hiesranp. Would you hazard a guess as to the percentage off At 
logging done by independent farmers as against contractors ? are er 


Mr. Brooks. The problems of definition, Mr. Hiestand, are very} in the 
difficult. There are independent farmers, for example, who have, lef As 
us say, a thousand acres of timberland. They are independent} tion f 
farmers, but they don’t have facilities or interest in farming thes] place 
trees or in farming the land. They are in many places bankers anf We 

eople like me, and Congressmen, and so on, who have purchased tim law w 
rland because they like it and because they want the investment} would 
and so on. who a 

Now, in those cases they make an arrangement with the pulp anf It v 
paper company to cut their trees or with a contractor working fof and m 
him. We don’t think those people should be exempt, either. We arg our ir 
not interested in giving the large absentee owner any favorable yes in the 
ment. We feel that that land is like the land owned by the companie} in eve 
and frequently it is treated as though it were owned by being lease our p1 
over a long period of time. The pulp company in effect has complet} marke 
control over it, but, of course, it subcontracts and subcontracts agailh Iwi 
the actual cutting of it. i pre 

Now, I say this because the problem of defining these is so difficult = 
but if, with all these limitations, I had to make a guess, I would sf Oys 
that something around half is being cut by farmers at the present tim who e 


or for farmers. About that we are not really concerned. await 
Mr. Hrestranp. Thank you very much. plant 
Mr. Roosevetr. Thank you very much, Mr. Brooks. You have beeif the ms 

very enlightening to the committee. Nov 
Mr. Brooks. Thank you, sir. ers, br 


Mr. Roosrvetr. The committee will now ask Mr. David H. Walf at the 
lace, representing the Oyster Institute of North America, and Mi have 
H. R. Bassett, executive secretary, representing the Chesapeake Sef And y 
food Packers Association, to come forward and sit together. someth 

We will try to divide the remainder of the time this morning. We gr 
have asked Mr. Tower, who was scheduled today, representing thf Wild 
National Association of Broadcasters, to come in tomorrow mornin} In t 
at 9:30. So we can give you approximately 20 minutes. If the bef Which 





does not ring, we will give you some more minutes. nI 
Will you try to divide the time between you fairly. Whichever ot by pri 
wishes to start in first may go right ahead. In t] 
{ the res 


STATEMENT OF DAVID H. WALLACE, DIRECTOR, OYSTER {i lice 
INSTITUTE OF NORTH AMERICA lls 


Mr. Watxace. My name is David H. Wallace. I am the directof The: 
of the Oyster Institute of North America. I am not going to reij great 
my prepared statement because I am afraid that would take mope pre 
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m-| of the time which has been allocated to us. I will attempt to point 
out briefly the key pertinent points in my testimony. 

ith} First, 1 would like to say that our organization is made up of peo- 
od | ple who are growers and packers of shellfish, oysters, and yp Ae pri- 
ay,j marily. ‘They are represented on all the coastal areas of the United 
ant | States, the Atlantic, the gulf, and the Pacific. 

es-| We are particularly interested in the provision of H.R. 4488 which 
limits the present fishery exemption. 

off At the present time the fishery exemption covers those people who 
are engaged in the harvesting of the shellfish as well as the processing 
ery} in the fresh packing plants. 

lef As I understand the legislation, the bill would retain the exemp- 
lent} tion for those people who are engaged in the harvesting, but would 
ef place all shore workers under the provisions of the Wage-Hour Act. 
anit We believe that this would be a very disruptive provision of the 
im-} law which would result in damage to the industry. We feel that it 
en} would in some cases result in increased unemployment of the people 
who are now presently engaged in working in this operation. 

ani} It would increase the cost of production of the product and, thirdly, 
fo} and maybe just as important as any of the other items, it would place 
-arf our industry in a still more unfavorable position than we now are 
eat} in the case of imports which are being brought into the United States 
nie} in ever-increasing quantities at a price level at least one-third below 
asl} our production cost and are presently being placed on the American 
lett} market. 

gail} I would like to discuss just briefly the operations that are involved 
in producing shellfish, particularly oysters, which are the item of 
cult} major importance in our organization. 

i saj Oysters are grown, they are farmed by independent oystermen 
tim} who either grow or buy their seed, place it on their growing beds, 
await the time when the oysters become mature, sometimes trans- 
plant them again to fatten them, and then ultimately place them on 
bea} the market. by delivery to a packing plant. 

Now, in our industry we have many people who are not only grow- 
ers, but packers as well. They grow their oysters, they land them 
Wal at their own dock, they pack them, and then ship them out. We 
| Mphave also another substantial group who are independent growers. 
Sef And we have a group who are independent packers. Then we have 
something else which is rather unique in some ways. The oysters 
W porn by the States on public grounds and are harvested as a 

Mj Wild crop. 
Js In the State of Maryland, for example, this is the major way in 
e bel} Which oysters are produced. 
In Long Island Sound, the oysters are almost exclusively grown 
r ov by private individuals and processed after growing. 
In the South about 50 percent of the oysters are grown privately, 
the rest on public grounds, and harvested by independent people who 
‘R fire licensed by the State and allowed to take the oysters. 
The problem of coordinating the harvesting and packing of these 
shellfish is the thing that causes a great deal of concern. 
rect? The supply of oysters produced is most uncertain. The weather has 
y reag? great deal to do with it, the ability of the oystermen to produce 
moe product. If the plant were to be required to be under the law 
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and the producers were not, we have a situation where we frequently 
would have the plant labor sitting, waiting for the product to arriye 
and it would not be available at all. 

I might say that most of the oysters that are processed are shucked 
by hand, on a piece basis. They are paid for by the gallon. 

When a shucker completes the gallon, it is brought to what is called 
a receiving window and he is credited with this amount of produe- 
tion. At the present time the rate for this kind of operation 4 
approximately $1 to $1.25 per gallon. 

Now, the average shucker can shuck this amount of oysters, a gal- 
lon of oysters, in approximately an hour, so that the average, I would 
say, are being paid at just about the minimum rate of $1 per hour as 
required under the wage-hour law. 

Unfortunately, in the areas where oysters are produced they ar 
rural areas. The labor market that is available for this type of op- 
eration is relatively limited. 

Many of the people who are employed are elderly people. The 
only means of employment they have is for this type of operation 
If they were to be brought under the minimum wage law, our people 
feel that they would not be able to employ them because their ability 
to produce is not even close to the average of 1 gallon per hour, o 
$1 per hour as this would figure out. 

ooaral of our packers have told me that as much as 75 percent of 
their people are in the group where they felt they could not produee 
at the rate of a gallon an hour and they are faced with this rather 
serious problem of how they would manage to do this. 

The only solution would be, it seems, a very substantial increase ii 
prices. An increase in prices on the product today would be disas 
trous we believe, because at the present time, with the severe losse 
that have taken place in the oyster industry because of disasters, hur 
ricanes, and blights which have hit the industry, production is very 
much down, the cost of operation has gone up, and we are probably 
reaching the point where our selling price is so high, in fact, we know 
that this is the case, that we are meeting consumer resistance already 
in the sale of the product. 

For this reason we earnestly hope that the committee will retain the 
fishery exemption at its present position because we believe our it- 
dustry would suffer very seriously if it were changed to the provisions 
in this act. 

Mr. Roosrvett. Thank you, Mr. Wallace, very much. 

I know the committee is cognizant of the problems in your indus 
try. We certainly intend to give it great study before writing the 
bill. 

Mr. Watiace. Thank you, sir. 

(The prepared statement of Mr. Wallace follows :) 


PREPARED STATEMENT BY Davip H. Watiace, Director, OYSTER INSTITUTE # 
NortH AMERICA 


My name is David H. Wallace, director of the Oyster Institute of North 
America, Our office is located at 6 Mayo Avenue, Bay Ridge, Annapolis, Mé 
We have grower, packer, and canner members located on all coasts of the Unite 
States, with distributor members in some major inland consumer States. OW 
members harvest, pack, and distribute about 90 percent of the oysters and 
handle, as well, about 75 percent of the hard clams produced domestically. 
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Our organization is opposed to two provisions of the several bills before your 
subcommittee, which would change the wage-hour law: (1) the increase of the 
minimum wage and (2) removal of or drastic limitation of the fishery exemp- 
tion. The present law exempts all fishery workers except those actually engaged 
in canning of oysters or clams. A few years ago the courts considered this mat- 
ter. As an aftermath of their action, an interpretation from the Department of 
Labor ruled that all employees in any plant which canned oysters, and also 
processed them in other ways, would come under the provisions of the act unless 
the processing was physically located in another building separate from the 
canning operation. Harvesting and processing shellfish for the fresh market 
remained under the exemption. 

The proposed bills would either remove the exemption or provide that only 
those employees engaged in shucking and handling fresh oysters and clams 
would come under the provisions of the act. It is our contention that such a 
change would bring chaos to our industry, without improving the conditions 
of the workers. 

Approximately 100,000 workers are involved in the shellfish industry in the 
United States, including those harvesting, unloading, opening, processing, and 
packing. Ours is a highly perishable product, which is harvested and packed 
when weather permits and the demand is favorable. The.majority of the people 
employed are entirely dependent upon the shellfish industry for their employ- 
nent during the period from about October 1 to May. If legislation is adopted 
removing the fishery exemption, many of the present workers would be faced 
with unemployment. Second, production costs, which are already extremely 
high because of our inability to mechanize the harvesting and shucking, would be 
increased resulting either in economic distress for the grower or packer or 
higher prices to the consumer, or both. Third, our industry would be en- 
dangered even more than it is by imports which are being sold in the United 
States at prices far below our present production costs. 

In the operation of an oyster processing plant (other than a cannery) the 
supply of oysters for shucking varies greatly from day to day. Frequently it is 
impossible for the boats to work at harvesting the oysters and clams because of 
stormy, windy weather or because of heavy ice conditions in our more northern 
States. Even more often the boats are delayed from landing their cargo while 
the shuckers are at the plant awaiting to go to work. They are free to return 
home or leave the plant until the shellfish are landed and it is not too difficult 
to regulate this on a piece basis. On the other hand the problems of proper 
time and work status under an hourly basis and overtime provisions are quite 
obvious. 

The demand for oysters varies from month to month and even day to day. 
Peak periods of demand along the east coast are before the Thanksgiving and 
Christmas holidays. In the gulf and on the west coast there are several months 
in late winter and early spring when the consumer interest is greatest. Sur- 
prisingly enough, cold weather in the central United State stimulates the demand 
for oysters. Unfortunately, the weather is most adverse for harvesting the 
oysters at these times. During the warm months, fresh oysters are sold in lim- 
ited quantities, since the American public prefers to eat them during the colder 
weather. This compounds the problem of the oyster producer and packer, since 
he cannot employ and keep personnel on a year round basis either on the boats, 
on the beds, or in the plants. 

Maintaining a reasonable balance between production and plant processing 
(shucking and packing) of fresh or frozen oysters is difficult under these condi- 
tions of weather and consumer demand. No matter what the condition of the 
market, once the oysters are landed they must be shucked and packed promptly, 
otherwise they deteriorate and soon are unfit for consumption. Extreme perish- 
ability of our products is an important reason for the maintenance of the 
present seafood exemption. 

It is incomprehensible to us to understand how the separation of harvesting 
and shucking and packing can be justified. The entire procedure is an integral 
unit which must be followed through, whether it is convenient or not. 

We would like to explain briefly the steps which are followed once the oysters 
are landed at the dock. The oysters are stored in a bin in the plant, where the 
temperature must be quite cool. Usually, on the following day, but sometimes 
on the same day, the shuckers remove by hand the meats from the shells. The 
Meats are then washed and packed ready for shipment. If the product is not 
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distributed and sold to the consumer within 2 weeks thereafter, it is no longer 
edible and must be discarded. 

Shucking is on a piece basis. An average shucker makes more than the mip. 
imum legal hourly rate. However, the working time is variable, dependent op 
the amount of oysters caught and landed the day before. Shuckers have no 
set working hours. If this were required, the plant would be unable to operate, 
If the landings are great, the work period is extended so that the shellstock ean 
be shucked and packed while still at peak condition. 

Our packers are faced with a dilemma if the exemption is removed for the 
shore workers. The plants are located in seaside and bayside small communities 
where skilled labor is limited. In many plants over half of the skilled shuckers 
are older people. Many are unable to work full time or as rapidly as others, 
Under present conditions packers welcome such shuckers and they are readily 
employed. However, if they are subject to minimum wage and overtime proyi- 
sions, their employment would not be justified. Either the cost of processing 
would be greatly increased, with an increase in the cost to the consumer, or the 
packer would be forced to stop using these older workers with a subsequent 
drop in the ability of the plant to process the oysters that might be landed. 4 
typical oyster packer on the Chesapeake Bay, who employs about 100 shuckers, 
estimates that only about 25 percent of his present shuckers could be used if the 
fishery exemption is removed. Presumably the remainder would have to draw 
unemployment pay, since employment opportunities are few during the winte 
months in the rural areas. The capacity of the plant would be reduced and the 
oystermen would not have a ready market for their product. 

The oyster is the only marine product that is being farmed successfully. The 
oyster farmer collects his seed and transplants it to his growing beds just a 
is done by the land farmer. He is subjected to catastrophes such as hurricanes, 
predators, and even viruses which might wipe out his entire business. It seems 
inconceivable that he should have to meet the additional handicap of insufi- 
cient labor to handle his product when he finally gets it safely to the dock. In 
Maryland there are some 3,000 licensed oystermen tonging oysters on the public 
bed. Their welfare, and that of their families, is dependent upon their ability 
to sell their oysters to a packer, when weather conditions have been such that 
they could make a day’s work. These men, and those working with them, ar 
completely tied to the operation of approximately 100 shucking plants in the 
State. Their production cannot be controlled by the packer. He buys what they 
eatch, when they catch it. The shuckers come to work only if the tongers have 
been successful. The interrelationship is apparent. 

Oyster culture is an old and honorable marine pursuit. It has been practiced 
with varying success in this country for over 100 years. Removal of the present 
exemption would strike at its very vitals. We appeal to your committee t 
retain the exemption, as it is. 

The action of the courts on the cases brought by the Labor Department it 
eliminating oyster canning from the exemption has forced drastic changes it 
that segment of our industry. It did not result generally in wider employment 
improved labor conditions. The change made it uneconomic for the canner t 
continue to operate with the great number of hand openers. He was forced 
to seek laborsaving devices. The mechanical shucker of steamed oysters was 
the result, eliminating the necessity of shuckers altogether. We can see the 
results. The laborer was not aided. He became unemployed. A comparable 
fate awaits many shuckers of fresh oysters if the exemption is removed from 
this segment of the industry. 

Another facet of this problem merits the consideration of the committee 
The shellfish industry is faced with competition from exports, which are being 
placed on our domestic markets at about half the price necessary for our packet 
to get to make a profit. Further handicaps beyond those already existing will 
make it impossible for our people to compete against these foreign products 
Even under present conditions our packers are having severe sales problems. 
Any legislation, which increases costs, will compound this unfavorable balance 
For the overall benefit of the oyster tonger, grower, packer, and shucker, We 
urge that the fishery exemption remain unchanged. 


Mr. Roosrvert. Mr. Bassett, we will now be very glad to hear from 
you. Will you go ahead, please ? 
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mgr} STATEMENT OF HAROLD R. BASSETT, EXECUTIVE SECRETARY, 
- CHESAPEAKE SEAFOOD PACKERS ASSOCIATION 

in Mr. Basserr. My name is Harold R. Bassett. I am executive secre- 
rate. | tary of the Chesapeake Seafood Packers Association. 

‘can? Jt is a Maryland organization made up entirely of oyster packers 
r the | and crabmeat packers. 

ities | We have no contention at all with respect to the bill as proposed 
ckers | except for the exemption on page 10, in line 10, in the original bill, 
— catchers and workers were exempted from the provisions of the law 
royi. | just as farmers and their employees were exempted. 

sin} We feel that that exemption should be continued. 

rth} Asa matter of fact, we feel that the ones who will be hurt most if 
4 this exemption is removed are the catchers of the seafood. 

ker,| In Maryland we rely on oystermen and crabbers who go out and 
f the} catch 75 to 100 percent of our total catch. The packers, if the exemp- 
rad tion is removed, will be forced to buy what they can pack in a 40-hour 
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week, which will mean that in times of heavy runs of seafood there 
will be an oversupply which will have to be either put back overboard 
in the case of oysters, or in the case of crabs would be a total waste. 

So, in other words, seafoods are so highly perishable if they are 
brought to dockside and there is no market for them, then they are 
completely lost. 

That is the situation which is going to create chaos if the packers 
are forced to go under the 40-hour week and time and a half for 
me, because all prices for seafood are based on a piecework 

asis. 

If they were forced to pay on an hourly basis with time and a 
half for overtime, why, they would just have to limit themselves to 
the volume that they could handle in the 40-hour week because they 
could not hope to add the 50 percent additional cost and market 
their product. 

Now, the other feature that would hurt Maryland in particular, 
and probably all the tidewater States, is this matter of the older, 
slower workers who are unable to make the minimum wage at the 
present time. A lot of them are perfectly satisfied to make what 
they can to help out with the family expenses. We have probably 
2,500 workers in Maryland who are working on that basis and in the 
summertime they work on farms. They supplement their income 
on the farms in the summertime, with the seafood industry in the 
wintertime, and living on little plots of ground, having their own 
gardens, they are able to get along very nicely. 

But if the packers were forced to lay all those people off because 
they are slow workers, we are sure it would create a severe eco- 
nomic situation in our tidewater areas, not only in Maryland, but 
in probably all the coastal States. 

For that reason we believe that the original plan of exempting 
farmers and seafood catchers and workers should continue as in the 
original law. 

That is my statement, and thank you. 

Mr. Roosevett. Thank you, Mr. Bassett. 

We will include your full statement in the record at this point. 

Mr. Basserr. Thank you very much. 
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(The statement referred to follows :) 


STATEMENT BY HAROLD R. BASSETT, EXECUTIVE SECRETARY, CHESAPEAKE SEAR) 
PACKERS ASSOCIATION 


My name is Harold R. Bassett, executive secretary of the Chesapeake §«. 
food Packers Association, 414 South Division Street, Salisbury, Md. Our orgayi- 
zation is made up of Maryland oyster, crabmeat, clam, and seafood packer 
who secure their supply from oyster tongers and dredgers, crabbers, clammer, 
and fishermen who catch approximately 75 percent of all the seafood produce 
in Maryland. 

Our association is opposed to the provisions in H.R. 4488 or other propose 
legislation which would (1) remove the exemption now enjoyed by seafooi 
workers from the provisions of the present Federal wage and hour law, ani 
(2) require the payment of seafood workers on a guaranteed hourly wage with: 
40-hour week and time and a half for overtime. 

When the original wage and hour law was passed, the fact was clearly recog. 
nized that neither farm workers nor seafood workers could be limited to w 
8-hour day or a 40-hour week because the harvest is highly seasonable, ani 
extremely perishable in the case of seafoods. Most of Maryland's seafoo) 
products are harvested and packed only when they are in the right conditio 
to be marketed; only when the weather permits; and only when there is: 
demand for them from the public. The prices of all such seafood products 
are based on a piecework rate for shucking and picking operations. Som 
shuckers and pickers can work fast, others are very slow. To attempt to pay 
the slow workers on on hourly guaranteed wage is impossible. Also, because 
all seafood costs are based on piecework rates, to guarantee time and a half 
for more than 40 hours a week is impossible. If the present exemption enjoyel 
by seafood workers is removed, the packer would be forced to make drasti 
changes which would adversely affect not only the workers, but the catcher 
as well. Each packer would be forced to limit his purchases of raw seafood 
to the quantity which he could be certain of packing in an 8-hour day and: 
40-hour week. Yet, the seafood catchers are exempted from the 40-hour wee 
and catch all the oysters and crabs that the weather permits. With the packer 
buying only such quantities as he could be certain of processing in 8-how 
days and 40-hour weeks, the catcher would often find no market at all for his 
biggest catches, and at times, much of his catch would be a complete los 
especially in the case of crabs and fish and oysters. The result would be com 
plete chaos in entire oyster and crab industry. 

Another most important reason for continuing the exemption for seafood 
workers is the fact that in many areas a majority of the shuckers and picker 
are what is known as slow worker. That is, they are older persons from # 
to 75 years of age who are able to supplement their income by shucking ané 
picking, but who are neither strong enough or fast enough at their work tok 
guaranteed an hourly wage for an 8-hour day. They are paid a dollar or mor 
for every gallon they shuck or pick and are thus able to keep from being de 
pendent on walfare payments. If the present exemption is removed, all sud 
older or slower workers will of necessity be laid off by the seafood packers, ani 
such workers will either have to seek welfare payments, or move to other area 
to seek employment. The end result would be a great shortage of shuckers anl 
pickers; this, in turn, would greatly reduce the volume of oysters and crab 
which the packers could buy from the tongers, dredgers, and crabbers, whid 
would automatically mean a greatly reduced income for seafood catchers. 

In short, the exemption from the Federal wage and hour law now enjoyel 
by seafood workers and catchers alike was necessary and wise when the pre 
ent law was passed by Congress. The exemption for seafood catchers ané 
workers is just as necessary and wise today as it was then. To remove tt 
will not only create unemployment among seafood workers, but greatly reduc 
the income of seafood catchers and packers. Therefore, for the best interes 
of the oyster tonger and dredger, the crabber, the clammer, the fisherman, the 
shucker, the crabmeat picker, and the seafood packer, we strongly urge that the 
present exemption for seafood workers be retained and in no way changed. 
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Mr. Roosreverr. Mr. Dent? 

Mr. Dent. I have no questions. 

Mr. Roosrvett. Mr. Hiestand. 

Mr. Hresranp. I have just one question. 

Iam very curious just for my own information, Mr. Wallace, how 
long does it take for an oyster to mature from the planting to the har- 
resting ? 

Mr. Watiace. From the time the oyster spawns and attaches itself 
and starts to grow, it takes about 4 years for it to reach maturity so 
that it can be marketed. 

Mr. Hiestanp. How many people are there involved in this in- 
dustry that would be affected by the wiping out of that exemption ? 

Mr. Wattace. I think about 50,000 people, probably. 

Mr. Hresranp. How many of them are substandard workers, that 
isto say, older people and so forth? 

Mr. Wauiace. I would say maybe 25 percent of them would be. 

Mr. Hrestanp. Thank you. 

Mr. Roosrvetr. Thank you, gentlemen. We are very grateful to 
you for your cooperation with the committee. 

I want to thank Mr. Tower for his cooperation in coming back 
tomorrow morning. 

Mr. Watiace. Thank you, sir. 

Mr. Basserr. Thank you. 

Mr. Roosevett. The committee will now stand adjourned until 9:30 
tomorrow morning. 

(Thereupon, at 12 noon, the subcommittee was recessed, to recon- 
vene at 9:30 a.m., Wednesday, May 18, 1960.) 
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WEDNESDAY, MAY 18, 1960 


House OF REPRESENTATIVES, 
SUBCOMMITTEE ON LABor STANDARDS, 
CoMMITTEE ON EpucaTion AND Lapor, 
Washington, D.C. 
The subcommittee met, pursuant to recess, in room 429, House 
Office Building, at 9:30 a.m., Hon. James Roosevelt presiding. 
Present: Representatives Roosevelt, Dent, Pucinski, Ayres, and 
Hiestand. 
Also present: L. K. Alderman, Jr., chief clerk, and W. Wilson 
Young, subcommittee counsel. 
Mr. Roosrveitr. The subcommittee will come to order, please. 
The first witness this morning is Mr. Charles H. Tower, represent- 
ing the National Association of Broadcasters. 
Mr. Tower, we want to thank you for your cooperation with the 
committee in postponing your appearance from yesterday. 
Mr. Tower. It is a pleasure, sir. 
Mr. Roosrveitt. You may proceed. 


STATEMENT OF CHARLES H. TOWER, MANAGER, BROADCAST 
PERSONNEL AND ECONOMICS DEPARTMENT, NATIONAL ASSOCI- 
ATION OF BROADCASTERS 


Mr. Tower. My name, for the record, is Charles H. Tower. I am 
manager of the Department of Broadcast Personnel and Economics 
of the National Association of Broadcasters. 

The association is a national trade association representing radio 
and television stations and networks throughout the United States. 

Mr. Chairman, if I may, I will introduce for the record our full 
statement which, as you can see, is quite lengthy. I will not take your 
time and the time of the committee generally to read it here. 

Mr. Roosrvett. I will have it included at the conclusion of your 
summary of remarks. 

Mr. Tower. That will be fine. 

Also, if I may, I will insert a page and a half statement which is 
made up of six questions and answers, summarizing this rather 
lengthy document which, for those who are interested in a capsule 
presentation of broadcasting wage-hour problems, it is right here. 
IfI may, I would like to submit this to follow our basic statement. 

Mr. Roosrveir. Without objection, it is so ordered. 

Mr. Tower. Mr. Chairman, I am here this morning to talk about, 
very briefly, broadcasting wage-hour problems. We shall not discuss: 
‘ome of the broader wage-hour, Fair Labor Standards. Aet amend- 
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ments before this committee, such as minimum wage, extended cover. 
age. These are matters—particularly extended coverage—with whieh 
broadcasters have no direct concern. 

Minimum wage, while of concern in the very small markets, is 4 
matter which we will pass at this time. Rather, we would like to de 
vote our remarks to problems that small radio and television stations 
have had for the past 10, even the past 20 years, in trying to learn to 
live with the overtime provisions of the wage-hour law. 

This is not a new problem to us, and | think you have had som 
brief acquaintance with it before. I think we have had the privilege of 
talking to you directly about it several years ago. 

As I recall, you were in Denver, Colo., with Mr. Holton, I think 
one other member of your committee, listening to broadcasters, among 
others, testimony about their problems on location, as it were. 

Mr. Roosrvetr. That is correct, sir. 

Mr. Tower. We believe that broadcasters, and we are talking her, 
again, about small radio and television stations, we are not talking 
about the networks—they have no concern with this problem except 
indirectly, a natural interest in all affairs in broadcasting, but they 
will not be affected by what we propose, they do not have the prob- 
lems which we are going to discuss here. 

We believe that broadcasters, small market, small station variety, 
both need, because of certain operating conditions that exist in broad. 
casting, relief from the overtime provisions of the wage-hour lay 
and deserve some relief from these provisions because businesses com 
parable to the small market broadcaster, by and large, have not been 
covered by the overtime or the minimum wage provisions of the Fair 
Labor Standards Act, nor will most of these businesses be covered 
by the proposals for extended coverage that are now being considere 
by this committee. 

The operating conditions which have made it very difficult for 
broadcasters to live with the overtime provisions of the law are wel 
known in our business. They are such facts as long hours on the ait 
each day, 16 to 18 hours for a full-time station, 7-day-a-week oper 
tion. They are small staffs in the typical small market station, rang 
ing anywhere from a typical minimum of 5 or 6 to a typical maximul 
of 12 or 13 full-time people, specialized assignments, combination jobs 
unusual compensation patterns, such as the talent fee problem, whidh 
was the subject of legislative concern and legislative action in 194% 

These facts, together, in our judgment, make adherence to the tech 
nical overtime rules in the Fair Labor Standards Act very difficul 
for the small market, small radio and television station. 

We think it makes it more difficult for this type of business thanit 
is for any other business with which we are generally familiar. The 
specific problems in broadcasting, from an overtime point of vie¥, 
relate to three interwoven aspects of overtime: The exempt work 
problem, exempt work definitions, regular rate of pay compensatiol, 
and keeping track of hours. 

I would like to read, if I may, three excerpts from three letter 
which we have received from broadcasters not in connection, I might 
say, with this hearing, but over the years reflecting, as we beliert 
they do, these three letters, the complexity, the frustration, whi¢h 
small stations have faced in trying to live with this law. 
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ver. 
hich 


We have in our testimony quoted from about 60 additional letters. 
realize, Mr. Chairman, that for you and your very busy colleagues 
. fitismore than we have a right to expect that you can plod through or 
'S 4}uill plod through these letters, many of which are put in the appendix 
) de Jf the statement, 


10s} However, I would earnestly request that if it can be done, someone 

1} on your staff spend the time to go through these letters. I think better 
than anything I can say they w “ill reflect the degree of wage-hour con- 

“Ollie Fern that exists at the small station level in broadcasting. 

zeotl Let me here, however, just read three of these, because I think they 

ik we quite representative of the 60 or so that we quote, and I think these 


i) are quite representative of many, many more that we could use. 

hong} First a letter from a small station, but in a little bit larger market 
inthe Northeast, about the problem of anewsman. This is a very com- 
non problem today in broadcasting, one of the two most com- 


het} non, most difficult wage-hour problems. 


cing 

= From your letter of June 41 gather you are not getting very far in convincing 
the wage-hour people that the news editor of a small station is as important 

they anindividual as the news editor of a large station. 

orob-— Wasn’t William Allen White of Emporia, Kans., every bit the stature of some 

: of those big-city editors? As usual, small business is getting tossed around. In 

riety pour P2 rticular case, the man who is news editor is a bona fide newspaper editor 

*'fto start with. He was editor of one of the (blank) newspapers. 

road. He is not an announcer or commentator and does not broadcast the news 

> lawihe gathers, prepares, selects, and edits. He is the authority on what items 

com- pill be broadcast, and if libelous statements get out on the air he is responsible. 

been In other words, he is responsible for the news policy of the station, and his 

,. decisions as to the merit or interest of items are final. While it is not the 

Faithctation’s policy to editorialize, a factual news story about local and favorable 
vered vonditions can spotlight these conditions just as well as, maybe better than, 
Jered fp’ ctusading editorial of emotional tripe. 

Breaking down the news editor’s job is like asking, “When you get in the 
athtub do you spend more time scrubbing your feet or your back?’ The answer 
is, obviously, “I devote the most time to the part that needs the most attention 
mthat particular day.” 

I can’t honestly say that less than 20 percent of his time is devoted to news- 
athering and more than 80 percent of his time is devoted to editing. If that is 











a he crux of the matter, I give up. 

€ % ; , 

‘mup 1am sure you will recognize the reference to 20 percent as the 20 
jobgpercent nonexempt wor k rule under the exempt definitions. It is a 
vhidftYPical newsman story. 


Secondly, a letter which highlights what is probably the most diffi- 
ult problem, the single most difficult. w age-hour problem in broad- 
asting today, one that. is almost universal in the small market station, 
he announcer-salesman problem. It is sometimes an engineer-sales- 
nan. It isa combination work problem. 

let me read just a paragraph from this. I think it suggests the 
vier. foMplexity of the problem. 
work} Of course, one of our worst problems, as T told you, is our announcer-sales- 


ation {4 situation. One, named Jones, gets $100 a week salary, plus $10 a week ex- 
lenses, plus 10 percent of all the cash receipts from his sales each month over 
100. 


etter This results in an income for him of somewhere near $9,000 a year. He works 
might } total of 13°%% hours a week on the board. Howeyer, this includes 30 minutes 
e lieve a h day on Monday, Wednesday, and Friday, for which he receives talent, and 
which hours on Saturday for which he receives talent fees. 


d5097—-60—pt. 3 17 
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We allocate $26 for program salaries, $74 for sales salaries, plus talent, off 
course. He has the title of commercial manager and occasionally works mop} 
hours on the board if someone is sick or when we have vacation. 

His selling time is generally from 10 to 5 each day, with an hour or so oy Our 


























This paragraph, I think, portrays the complexity of counting hourpplored 
it portrays the complexity of trying to dovetail two jobs together Unf 
It portrays the complexity of trying to count hours in a very smalfit7(f 
station environment. rator 

This station is in a very small market in North Carolina. My gues 
is its total full-time employment is probably not more than eight 

ople. 
os Roosrvett. How many hours would you say he was working ste 
totally ? Aga 

Mr. Tower. This individual? Certainly more than 50, I woulipnd a: 
guess. In thesmall market, in the combination situation, it is custom lve t 
ary to work 48 to 50 hours, and when you have these people who erprek 
ercise some degree of supervisory authority, like a chief engineer, oft™ly 
in this case a man who is an announcer, a commercial manager andip!¥ i 


salesman, it is in-and-out all day long. We 
He probably lives a few blocks from the station, and the divisionps* V¢ 


again, one of our problems, the division between work time and no 
working time, particularly in the selling environment in the smil 
market, is not very clear. 

I have just one more out of the many. This is a chief engineer ani 
a program director in a small market of about 12,000 in the north cer 
tral section of the country. 


Another issue at question is in the case of the man we have as chief engine 
He is a young man and hasn’t had past experience as chief. We pay him # 
a week at present as a fixed salary for the job. He works about 30 hours 
week as transmitter engineer and has no other obligations as to hours except ff 
maintenance and in the emergency when trouble develops. 

In the event he actually works a transmitter shift he is paid at what hi}: 
hourly rate would be, plus overtime if he works over 40 hours. 

It is my understanding that in the case of a job like this, you could set! 


guaranteed salary, such as $60 a week, in order to insure the man of a regulapoming 
steady rate of income. The inspector contends that he must be on an houtiive do, 
rate at time and a half for hours over 40. act of 


It is next to impossible to set up a rate to agree with this that will not for 
us to cut his pay way down on some weeks with considerable overtime on othen 
This, of course, works a hardship on the employee as he wants to know what 
weekly employment will be. 

Another case is my program director. His rate was $70 a week and it is nit 
$75. He has a job to perform and if it takes him only 4 hours, he is free tp at Cx 
leave. If he wants to work late at night so he can be off the following dij 
it is OK. 


naturally don’t expect him to come early the following day. It would be im 
sible to get this man on an hourly rate. However, the inspector says we she 
My God, how? 

This pretty well covers my questions. 
But I won’t read the rest. of the letter. 

I think it gives you a relatively clear idea of three of the problet 
and they reflect a broad spectrum of problems in broadcasting. 

I might say that the announcer-salesman issue, which is the No. 
problem before the small market station today, is a problem which 
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nave discussed with the Wage-Hour Administrator. It is a matter 

which we took up first about three years ago. 

so yf Our request at that time to the Administrator was to work out some 

timaprrangement which would permit the flexibility that we need. The 
\dministrator gave the — lem careful attention, and I am sure ex- 

ours plored all sorts of possible solutions. 

the} Unfortunately, he felt that the law, and he was looking primarily 

smalat 7(f) (3) of the law, did not give adequate discretion to the Adminis-: 
rator to solve this problem. He therefore gave us some relief, but not. 

cues fie full relief that we have requested. 

eight The exchange of correspondence relating to this matter to give us a 

itmore flexibility is contained in correspondence which is attached to 

rkingbur statement, and I think your people would be interested in this, 

Again this spring we went back to the Wage-Hour Administrator 






























round asked again for more flexibility, saying that this just doesn’t 
stompolve the problem. We tried to show him why. Naturally, I can’t 


Aspeak for him, as much as I would like to, but I think that he is gen- 
rally sympathetic to the difficulty of the problem, but felt that the 
law did not give him additional flexibility. 
We admire the present Wage-Hour Administrator. We think he 
isa very able gentleman. He has tried to do a very conscientious 
job and a very effective job. We realize the law sets certain limits 
eyond which an administrator cannot go. 
We might put those limits a little beyond where they are presently 
placed, but we realize that he has problems which are difficult from 
»pther points of view. 

| We think the broadcaster wage-hour problems are, in a general 
vay, at least, appreciated by the Administrator. We are quite sure 
qpiat many, many wage-hour inspectors that have spent time in small 
wadio and television stations throughout the country recognize that 
fle operating facts of life in the typical radio and TV station, the 
Pnall market variety, make it almost impossible in certain types of 
ituations to live with the technical, rigid io FEMA of the law. 
: set’? [suppose that we might, despite these difficulties, have no cause for 
eguapoming in here and requesting relief, or no cause to expect relief, as 
ie do, if everybody were treated the same way under this law. The 
act of life is, of course, that there are many, many businesses not 
vered by this law, and there will many, many businesses not cov- 
red by this law even with the extended coverage pps 

By and large as we read the legislative history of this act, and this 
covered in some detail in our statement, it seems to us quite clear 
at Congress, from a coverage point of view, had in mind limiting 
fie coverage of this law to those businesses that were either directly 
wn, Wgaged in commerce as instrumentalities of commerce, or, and most 
portantly, to those businesses engaged in the production of goods 


We think it is clear as we read the legislative history that Congress 
id not, in 1937 and 1938, intend, by and large, to extend the coverage 
this law to businesses which, from an economic point of view, are 
sentially local product market businesses; that is, businesses which 
» designed to provide a product or a service to a restricted local 
ographical area. 
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These are the stations that we are talking about here. These ar 
stations that serve a limited local market. The people with whom 
these stations do business, the people on Main Street in the typical 
market in the United States, are not covered by this law and wil 
not be. 

I might also add that the small market newspaper, although in the 
newspaper world a circulation cutoff is used rather than a market-siz 
cutoff, the small market newspaper is not now covered by this law, 

I might further add that while the exemption for small marke 
weekly papers was in the 1938 law, this was extended in 1949 to cover 
the daily papers given a certain circulation measure. 

The problem, therefore, in our minds, is that there is an operating 
need for this relief, and that there is an equitable claim for it in terns 
of the treatment of comparably situated businesses. 

Then the question arises: What can be done? In the past we har 
emphasized one solution to the problem. That is the exemption of 
small market stations, using a marketsize cutoff, small market station 
from the overtime. Not the minimum wage, but just the overtime pro- 
visions of the law. 

We spell out a similar proposal here, a marketsize cutoff. Thi 
clearly would be the simplest and the most effective form of relief fa 
the small market stations. It would not do away completely with 
wage-hour problems in broadcasting because there are stations i! 
larger markets, small stations which have wage-hour problems. 

However, in terms of the incidence of the problems, most of then 
are in the small market. We propose 100,000 as a market cutoff. 

There are other approaches to this problem, such as, for example 
more flexibility on exempt work definitions. If we, for example, couli 
get some relief for announcers, if announcing could be labeled # 
exempt work, as professionaltype exempt work, and we think there! 
a good case for arguing that it should be under even the present rulé 
if this could be extended to cover announcing, and the news jobs, thi 
would cover a great portion of our problems. 

It would, for example, solve the announcer-salesman problem, be 
cause selling work is exempt anyway, assuming it is the primary duty 
and meets the other standards for outside selling exemption. 

We think a third approach to the problem would be more flexibilit 
in regular rate of pay compensation. This would help only the a 
nouncer-salesman situation. More flexibility would be in 7(f) (3). 

Finally, we think a solution, although this is not a very satisfactor 
solution, would be more flexibility in the use of the 7(3) contrat 
This contract, as you know, has had a long and rather difficult histo 
It has never found great favor with the Wage-Hour Administrate 
It is a very useful arrangement in businesses like ours where it is ham 
to count the hours and work weeks vary widely from week to weé 

If this contract is given a flexible and broad interpretation, it 
be modestly helpful. We do not think it would be completely adequtt 
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by any means as.a solution to our problem. 

I think there are, aside from the small market exemption which 
relatively definite and clear, approaches through the exempt work 
regular work approach, involving technical matters. We would) 
more than happy, and if we could do it through the auspices of f 
committee, we would be more than happy to sit down with represelilt 
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tives of this committee and maybe staff people, your office, or Congress- 
man Landrum’s office, and presentatives of the Wage-Hour Adminis- 
irator’s office or the Secretary of Labor’s office. 

I think they understand the problem. I don’t know whether they 
will buy our proposals, but I think they will understand the problem. 
[hope I am interpreting correctly when I say I think if some way 
could be found to solve some of these problems without opening a large 
jar of worms elsewhere, I think they might be willing to do it, because 
[think they have a genuine appreciation of this. 

Mr. Roosrveir. I will ask Mr. Young of the staff whether he would 
contact the Administrator and find out why they do not think they 
have enough flexibility under (e) and (f) to take care of your situ- 
ation, because certainly as I read it there is the intent, and I am sure 
if they do not think there is the intent we can make that very clear to 
them. 

However, if for some technical reason that is. not possible, then 
certainly the other solution should be studied. 

Mr. Tower. That would be very helpful. 

Could I make one final point, Mr. Roosevelt / 

This goes beyond broadcasting. Here I would like to say something 
for small employers generally throughout the United States in terms 
of the application of the wage-hour law. When you have been in 
Congress over the years, you have exhibited a great interest in the 
problems.of the small employer. 

They are genuine and real, One phase of the wage-hour law is par- 
ticularly difficult for them. We are passing the minimum wage 
problem which varies greatly with market size. This is a problem in 
the market of 5,500 people. 

But there is one thing that is very difficult for them, and that is 
the exempt work definitions. We went into this matter in great de- 
tail in a presentation before the Wage-Hour Administrator several 
years ago, when he was discussing a revision of the salary standards 
for exempt work, conducting hearings on the proposed revision. 

As you know, there are now a single set of definitions which apply 
toall American industry, and there are two facets of these definitions, 
one relating to the 20-percent nonexempt work rule and one to the 
salary standard which now, for the supervisor, is $80 a week and for 
administrative and professional is $95, and the shortcut test for ex- 
empt work being now $125, where it used to be at $100 a week. 

These things I am sure you are aware of. This single standard is 
very unfair to the small market employer covered by this law. If they 
are realistic at all, even for the middle market employer, they work 
thardship for the small market employer. 

The 20-percent nonexempt rule is very difficult for the man who 
employs 5, 10, or 15 people. It is no real problem in the shop of 50 or 
ore, but when you get down to the very small shop, the supervisor 
may have more responsibility than a department foreman in a plant 
of 500, but he may only supervise three people in the small 
establishment. 

By the very economic nature, the economic necessity of life, of this 
small business, he has to work in the shop. He has to work with his 
ands, He is all over the place doing all sorts of things. Yet in terms 
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of overall final responsibility for a product, his may be greater thaj Th 
the man supervising 50 people in a larger plant. that: ¢ 

This 20-percent nonexempt work rule is very difficult. The $tibe tre 
shortcut. test. approach is supposed to give relief. The ironic fact frathe 
that it gives relief only in those places primarily where the relief isj{ Mr 
needed. It doesn’t give relief in the very small market for the venfstanc 
small employer, where $125 is more than almost anybody in tomy polite 
makes. comp 

His supervisor will be at certainly $80, $85, and maybe $100, Biftions 
$125 is more than the boss, himself, makes in a small establishment, | Mr 

Also, the dollar standard alone, passing the nonexempt work fae} Mr 
of it, is inequitable insofar as the small market is concerned. Thesfopera 
two things apply generally to American business. Of course, maugyet th 
of the very small businesses are out. Mr 

We happen to be an industry which at least the Administrat 
thinks all our units are covered by this law. ‘Thus, our very sm 
people, and most of broadcasting, in terms of percentage of units, Ho 
made up of very small employers—half of the radio industry emplogstati 
fewer than 15 full-time people, in terms of operating units. 

Our people tend to be caught in what we take to be a rather diffied 
inequity in terms of the application of rather rigid and set rules 
a nationwide basis. 

Thank you very much. dollar 

Mr. Roosevetr. Thank you, Mr. Tower. You have given us a vepment 
complete presentation, and I think you have raised a very good poitg do no 
one which I think this committee is going to have to make a reco Mr. 
mendation to the full committee about, particularly the review of 
exempt work definitions on a periodic basis by the committee so th 
when, as and if inequities appear in any industry or group of! 
dustries, or, as you say, for the whole of small business, that the 
mittee may be aware of it and may take steps to clarify the intenti 
of the committee to the Administrator. 

I appreciate your specific recommendations to us and I assure Ww 
they will be given careful study. 

Mr. Dent? 

Mr. Dent. The only question I might ask is if you get away 
the dollar breakoff standard, what would you use ? 

Mr. Tower. Mr. Dent, our view has been and was 2 years ago fl 
if you need dollar standards at all, and we are willing to buy thi 
many representatives of industry were not, but we were willing 
buy it—we think they have to be graded according to market sizé. 

We think the standard that is right for Tucumcari, N. Mex,§ 
not right for New York City, and vice versa. And this is true 
other areas of wage regulation at the State level. I ame sure you 
familiar with this. Dollar standards vary with market size. 
think that approach here is sensible. 

Mr. Dent. Is the industry, itself, so set up that there can be a 
ardized formula worked out on market size ¢ 

Mr. Tower. If it related to the exempt work problem, market § 
approach to exempt work dollar standards, then, obviously, the 8 
tion in a market of 5,500 might be operated under one standard 
the station in a market of 50,000 would be operated under anofl 
standard, and so on up. 
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This would pose no competitive problems for us. We are interested 
that all people in the same market, as far as broadcasting is concerned, 






 $itbe treated the same way. Thus, our interest is in a market size cutoff 
‘act rather than some other approach. 
fis} Mr. Denr. In your overlap markets, what do you do? For in- 





stance, in an area such as I am from, where you have a large metro- 
politan center such as the city of Pittsburgh, of course, its coverage 
completely overshadows the coverage of the small, independent sta- 
if tions in the city of Latrobe and so forth. Do you know what I mean? 
Mr. Tower. Yes; I know the market there well. 

Mr. Dent. Would we not be subject to the criticism of the large area 
4 operator saying we are giving a concession to the smaller operator and 
ij yet they cover the same market ? 

Mr. Tower. Mr. Dent, there is competition for audience between 
the station in Pittsburgh, the 50 kilowatt station in Pittsburgh, and 
the 250-watt station in Greensburg, Pa. : 

However, there is almost no competition for business. The small 
sation in Greensburg sells locally on Main Street in Greensburg. I 
would guess offhand 95 percent of its revenue is local in Greensburg. 
#The Pittsburgh station never thinks of sending a man out to 
les Greensburg to sell Main Street. 

Thus, the area of economic competition, in terms of advertising 
dollars, doesn’t exist. This, of course, is where the difference of treat- 
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a yegment in economic terms would be a factor. Audience competition I 

poing do not think would create a problem. 
recof Mr. Denr. Then it would be based more on audience area rather 

of tpthan on the economic area ? 
so tht Mr. Tower. Not the relief we are proposing. To be specific in our 
of pcutoff, let’s assume that Greensburg would come within the small mar- 
e comket definition we have used here, and thus a station licensed to pri- 
rentigmarily serve Greensburg would not be subject to the overtime pro- 
visions of the law. 
ve w@ Stations in Pittsburgh would be, whether they covered Greensburg 
‘for not, and many of them do. I do not think the stations in 
Pittsburgh would worry about this at all. 
y fog Mr. Den. I would like your view on this: Some of the operators 
* fat home talked to me and said that if in the final analysis no relief is 
oo th iforded, would it be possible, they asked, to have a direct relief to 
~ thisp tem in the case of emergency. 
ling As you know, in a big fire or flood, they are on the air 24 hours a 
size [AY as a public service and they get no revenue for it. They said that 
fex, nder the present conditions, if this goes into effect, they would just 
true pve to let it come out of pocket or close down the facility. 
vou Lord knows, when we have a disaster up there, we usually have a 
e, Wetauty. 

‘| Mr. Tower. I think that is very true, Mr. Dent. It raises another 
 staageomt. The typical employee in a small market environment wants 
| 0work on a job basis. He wants to know what he will get per week. 
ket & hat is the kind of business we are. 
the 3 We have quoted in our statement about 60 letters from broadcasters 
rd nd if any of your staff people have time to go through these, they 
anol vill get a wonderful view, I think, of what the problems are in 





broadcasting. 
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Mr. Dent. Thank you. 

Mr. Tower. Thank you. 

Mr. Roosrverr. Thank you, Mr. Tower. We appreciate yoy 
appearance. 

Mr. Tower. Thank you. 

(Mr. Tower’s prepared material and questions follow :) 


PREPARED MATERIAL SUBMITTED BY CHARLES H. Tower, MANAGER, BRoOApcagy 
PERSONNEL AND ECONOMICS DEPARTMENT, NATIONAL ASSOCIATION OF Brow 
CASTERS 


My name is Charles H. Tower. I am manager of the broadcast personnel ap 
economics department of the National Association of Broadcasters. The assoc: 
tion represents radio and television stations and networks throughout the Unite 
States. As of May 4, 1960, membership included 1,629 standard broad 
(AM) radio stations, 498 FM stations, 364 television stations, the 4 national rady 
networks and the 3 national television networks. 


I, STATEMENT OF POSITION 


The National Association of Broadcasters advocates amendment to the Fay 
Labor Standards Act of 1938, which will bring at least some degree of relic 
from the uncertainty, confusion and hardship that has attended the applic 
tion of the overtime provisions of the law to small radio and television station 
Several alternative amendments will give varying degrees of relief. Thess 
alternatives are separately discussed in the last section of this statement. 

Legislative relief is needed because the unusual and unique operating coné: 
tions in small-station broadcasting make strict adherence to the overtime prov 
sions of the law, at best, awkward and, at worst, impossible. Such relief it 
justified because most employers in the small-market broadcasters’ business & 
vironment are not now subject to the law; nor will most of them be covered ly 
those proposals for extended coverage which are being given serious consider 
tion. Both operating need and equitable treatment, therefore, support tl 
association’s plea for legislative attention. 


II. A SUMMARY OF THE ASSOCIATION’S POSITION 


1. Despite more than 20 years’ experience in trying to live with the wage-ho 
law, broadcasters, particularly those in smaller stations, have had a contin 
history of confusion and frustration. And the problem, rather than subsidin 
is steadily increasing, chiefly because of the tremendous growth in the numle 
of small radio and television stations during the last few years. 

2. The wage-hour problems of broadcasters involve the overtime provisions ( 
the law. Specifically, three interrelated aspects of overtime are the source @ 





trouble: the determination of exempt status, the computation of the regular rat 
of pay, and counting hours worked. 

In the very small markets broadcasters find the minimum wage to be a hart 
ship, but no request is here being made for such exemption. 

3. Wage-hour trouble in broadcasting springs from the unusual operating 
ditions that exist in the business. Among the more important are long how 
on the air per day and 7-day-a-week operation, small staffs, combination watt 
and unusual compensation patterns. 

4. Small-station, small-market broadcasting is a local product market busines 
that is, a business set up to serve a restricted market. It is the type of busines 
that was by and large excluded from the coverage of the Fair Labor Standari 
Act as passed in 1938. 

5. Congress in past years has granted relief from oppressive application @ 
the wage-hour law in those situations where both need and equitable treatmel 
have been justified. i 

6. The best solution would be to exempt small-market radio and teley 
stations from the overtime provisions of the law. Alternative, but partial, 5# 
tions include appropriate changes in exempt work definitions or more flexib 
in handling regular-rate-of-pay problems. 
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III. BROADCASTING WaAGE-Hour PROBLEMS 


Other industries have had difficulty in adjusting to the requirements of the 
wage-hour law. We believe that there is no industry that has had as much 
dificulty as broadcasting. The major problem has been adjustment to the 
overtime provisions of the law. Minimum wage has been difficult only in the 
smallest markets where even the present dollar minimum is above the going rate 
for certain low-skilled jobs. 

Twenty-two years of living with the law has not resulted in a satisfactory 
adjustment. In fact, the great increase in the number of stations that has taken 
place during the past 15 years and the spread of broadcasting into smaller and 
smaller markets has created more problems than ever before. 


1. THE CAUSE OF BROADCASTING WAGE-HOUR PROBLEMS 


| Broadcasting wage-hour problems do not arise from an unwillingness on the 
part of broadcasters to try to comply in good faith with the law but rather from 
the unusual operating characteristics of the business. These characteristics 
make extremely difficult, particularly for small-market stations, compliance 
with the overtime provisions. 

A listing of these characteristics includes 





he Fai Small size of operating units * * * as indicated in the preceding section, 
f relic! which shows typical radio station employment at 12 full-time people and 
applic: typical TV station at 48. Small-market radio stations characteristically 
tation operate with 8 to 10 full-time employees. The figure in television is 20 to 25. 
Thesh Long hours on the air—usually 16 to 18 hours a day, 7 days a week for 
it. a full-time station, with some operating on a 24-hour basis. 
r cond: Specialized functions—But with many people performing more than one 
> prot function on a combination job basis. 
elief i Unusual compensation patterns involving incentives and incentive com- 
neSS et binations. 
ered by Creative and semicreative work, which is difficult to perform on a clock 
rsider: basis. 
ort. tly Public service character of programing such as the coverage of news 
events, which necessitates doing some jobs when they have to be done, 
rather than at a scheduled time. 
Work assignments, involving variable hours, which means wide variations 
in weekly earnings. 
ge-huf Other industries may have one or even several of these characteristics. We 
yntinu— know of no other business that has all of them. Taken together, they make for 
bsidim— wage-hour trouble, no matter how conscientious management may be. 
nun 
2. A DESCRIPTION OF THE PROBLEMS 
sions ( 
yurce df Our problems relate primarily to the payment of overtime. They fall into three 


lar rat 


a haré 


g hour 


n work 


} telated categories: the determination of exempt status, the computation of the 
regular rate of pay, and the counting of hours worked. 

Each of these will be discussed separately below with illustrative material 
based on wage-hour questions submitted to us by broadcasters during the past 


fusion and consternation that broadcasters have in trying to live with the law. 


ing cot | several years. These letters and those referenced in exhibit A reflect the con- 


(a) Determination of erempt status 


usines Section 13 of the Fair Labor Standards Act exempts from both the minimum 


uses wage and the overtime provisions of the law employees working in certain classi- 
andar fications. These exemptions were placed in the law in significant part because 
‘ ; 


twas recognized that some jobs should not be handled on an overtime basis. 


ation of BY the terms of the law, the definition of the classifications is left to the Wage- 
eatmell Hour Administrator. 


levisi 
al, 
exibili 





_The four basic exempt work classifications relevant to broadcasting are profes- 
sional, administrative, executive (or supervisory) and outside sales. All but the 
administrative exemption have an important impact on broadcasting. 

The official definitions consist partly of a work or duties description and partly 
of fixed requirements regarding minimum salary and nonexempt work. The 
finimum salary requirement for executives is $80 per week and for administra- 
tive and professional employees $95 per week, on a salary basis. There is no 
hinimum salary standard for outside sales. 
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These minimum salary requirements work substantial inequities insofar aj} (2) ] 


the small-market employer is concerned. Here, of course, we are talking aboy} “OUr 


small-market employers engaged in businesses which serve 


market and whose economics are governed by the basic economic facts of life 
related to that market. A single-salary standard applied on a nationwide bagi 
is burdensome and inequitable unless it is an absolute minimum. While th 
present figure may not be onerous in medium-size markets or even in markely 


in the 50,000 to 100,000 class they are unrealistic in markets 


Yet many stations are located in these markets and derive a very modest retum 





a restricted loca ferving 


of 25,000 and leg f2, ther 


from the efforts expended in these markets. The injustice of the single-salary xempt 
standard—however useful it may be from an administrative point of view—wa believe 
analyzed in detail in a statement submitted to the Wage-Hour Administrato, jongina 
at the time of hearings relating to the question of revision of the salary stand tol, az 
ards for exempt work. This statement was included in the record of hearing }cessful 
of a subcommittee of the Senate Committee on Labor and Public Welfare hei pivisio 


in 1957." 
Also inequitable for the very small employer, whether he 


does business in a} off m 


big market or a small market, is the 20 percent nonexempt work limitation, }% the 
In the very small operating unit, combination jobs are essential for economiepi2d de 


survival. A supervisor will have to work on all sorts of tasks 


to an extent mug p™Ploy 





greater than in the larger shop. Yet in terms of responsibility, his may be mucf!¢ lav 
greater than his big-plant counterpart. The small employer is thus being penal l¢ job 


ized simply because he is small. We are sympathetic to the administrative 
problems in applying the act. We recognize the convenience of single standards f' 
Unfortunately administrative convenience in this and other areas tends to work}! 
substantial hardships on small employers * * * the very employers that have 


traditionally played such an important role in the shaping of 


The fact is, of course, that, as noted in section V of this statement, Congres}! 
in 1937 and 1938 quite clearly did not have in mind the application of the lavy"* 


to small employers serving local markets. Philosophically, 


that these firms did not constitute the major economic problem because the 
did not compete in national or regional markets. Practically, it was realizif’ 


that the straitjacket of the law would unfairly restrict the 


operational arrangements that characterize very small businesses. 
Specifically, broadcasters have had continual difficulity in knowing who i 
exempt and who is not. Such small-market classifications as program director, 
chief engineer, news editor, sportscaster, disc jockey, or even salesman, maj} 
cause confusion. The answer in a particular case may depend on the accidet 
of salary or the arrangement of nonexempt work. The following excerpts from 


broadcaster inquiries suggest the breadth and complexity of 


(1) Exempt status of a newsman—market of 121,000 in Northeast: 

“From your letter of June 4 I gather you are not getting very far in convint 
ing the wage-hour people that the news editor of a small station is as important 
an individual as the news editor of a large station. Wasn’t William Allen Whilt 






American life. 
it was recognize 


necessarily variel 


the problem. 


of Peoria every bit the stature of some those big city editors? As usual small “We 


business is getting tossed around. 
“In our particular case the man who is news editor of * 
newspaper editor to start with. He was editor of one of * * 


i 
* * is a bona fips Part 
* newspapers. Ht 


is not an announcer or commentator and does not broadcast the news he gather ae 
prepares, selects, and edits. He is the authority on what items will be broadeat 


and if libelous statements get out on the air he is responsible. In other words 


he is responsible for the news policy of the station and his 


decisions as to the 





merit or interest of items are final. While it is not the ststion policy to edite ‘orkec 


rialize, a factual news story about local unfavorable conditions can spotlight 
these conditions just as well and maybe better than a crusading editorial df 


emotional tripe. 


“Breaking down the news editor’s work is like asking ‘when you get in tht 
bathtub do you snend more time scrubbing your feet or your back? The answe}. 


is obviously. “I devote the most time to the part that needs 
thet particular day.’ 

“T can’t honestly say that less than 20 percent of his time 
gathering and more than 80 percent of his time is devoted to 
the crux of the matter, I give up!” 


1“Prannsals To Extend Coverage of Minimum Wace Protection,’ 
Subcommittee on Labor, 85th Cong., 1st sess., Mar. 1, 1957, p. 204. 
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(2) Exempt status of an announcer—market of 13,000 in Midwest: 















































pel “Our programing is largely talk with the role of music being secondary and 

locg) Perving as a background for the other programing on the station. The an- 
of life cers are picked because of their ability to talk with people, ad lib, and handle 
-Dasis and every type of program scheduled on a local independent operation. In 
le the explanatory bulletin of regulations, part 541, concerning the wage-hour law, 
arkety there is a section concerning artistic profession. In section 541.303, paragraph 
1 leg J, there is a paragraph concerning radio announcers. I believe that all of the 
retumjammouncers at * * * except one, and all of the announcers at * * * would be 


xempt from the wage-hour law by the definition as outlined in this bulletin. I 
believe that the majority of announcers in local independent operations are 
original and creative in character and that the duties require invention, imagina- 
jn, and talent. Before I stand on this I would like your ideas as to how suc- 
cessful I might be in defending this position with inspectors from the Wage-Hour 
Division. 

“You have probably heard this from many broadcasters, but I would like to get 


s in apt off my chest. My big problem with the wage-hour law isn’t that I am not pay- 
ration fing the required $1 per hour, or that I am being a slave driver with my employees 


aud desire protection, but that paying an employee by the hour sets apart the 
employer from the employee. Of course, that is one of the, primary purposes of 
the law, but to do the best job, I prefer to talk with the employee about getting 
the job done and bringing esprit de corps on accomplishing the job rather than 
hw many hours he gets and especially how many hours overtime he is going to 
heable to get. I have found that if I pay them on the monthly basis and the sub- 
ject of hours never comes up a much better morale exists.” 

(8) Exempt status for department heads—market of 249,000 in the Northeast : 

“All except * * * and * * * were considered nonexempt and back wages are 
allegedly due because overtime was not paid over 40 hours but over 44 hours. 
\sto * * * and * * *, they were regarded as exempt and the bulk of back wages 
isdue them: 

“Naturally, we are concerned with his findings, but more importantly I am 
concerned that we will be forced to mechanize our procedures and destroy what 
has been a harmonious working relationship with department heads. * * * re- 
fuses to acknowledge that our news director, program director, and chief engineer 
ireexempt employees because they perform nonexempt duties. For your com- 

ments, 1 am enclosing a fact sheet on each man outlining his job, payment, and 
‘Athe method of payment. You should also know that we give each man latitude 
inthe day-to-day operation of his department. He sets schedules, initials action, 
controls a budget, and is far more than a figurehead. Each man would prefer to 
teexempt from the ruling and each is happy with his arrangement as it existed. 
We would like to see them exempt since they are regarded as more than 
employees.” 

(4) Announcer-program director-salesman—market of 228,000 in the South- 
east : 

“We have encountered a problem of wage records not being in sufficient detail 
togive us full proof that Mr. * * * is not liable for any additional wages. This 
is particularly true in the case where the employee was acting as announcer- 
silesman. The actual amount of time spent in the selling capacity was not fully 
teeorded during the time of employment, although this situation has been cor- 
tected subsequently as to other employees. Accordingly, it appears that the 20 
nt rule will render us liable for the overtime of the employee in his capacity 
a announcer-salesman. During the latter period of this man’s employment he 
orked as program director and announcer without fulfilling any sales function. 

isemployee worked as an announcer 3 hours a day from Monday through Fri- 
day and 6 hours a day on either Saturday or Sunday, but not both days. This 
ives us 21 hours a week in announcing. The remainder of this individual's 
orkweek was spent in his function as program director. Since the inspector is 
ntending he had a 48-hour week, it would appear that he spent 27 hours each 
eek in the function of program director (administrative employee). His weekly 
Yrate was in excess of $100 and, accordingly, it is my feeling that he was in an 
Mempt status during this period.” 


that i#}}) Computation of the regular rate of pay 


Here lies the biggest current wage-hour headache for broadcasters. It in- 
polves combination work, usually announcing and selling, but occasionally en- 
fore iMRineering and selling or some other combination. 
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For those who are subject to the law, time and one-half must be paid for 
hours worked in excess of 40. The time and one-half is based on the so-called 
regular rate of pay. Where employees work in an activity which is readily 
gaged by the clock and where compensation can be set on an hourly basis or ay 
easy equivalent thereof, overtime computation is no real problem either for the 
employer or employee. Let one of these conditions be changed, however, and 
there is troub'e. In broadcasting, with certain jobs, both of these conditions 
are changed. The problems are illustrated by the following paragraphs from 
wage-hour inquiries that we have received from broadcasters. 

(1) Announcer-salesman—market of 54,000 in Southeast : 

“We have an announcer who wants very badly to use his off-duty time selling 
for the station. I know that immediately we run afoul of wages and hours 
regulations. 

“At his base salary of $115 per week for 40 hours, I cannot afford to pay him 
time and one-half for hours worked on sales. His wish is to sell strictly ona 
commission of 15 percent, working fringe areas where our present sales staff 
is not able to cover.” 

(2) An engineer or announcer-salesman—market of less than 10,000 o 
Pacific coast : 

“Thank you for your letter, Mr. * * *, our attorney, will no doubt be in touch 
with you. Your offer of said in this matter is most welcome and perhaps some 
day soon it may be possible to change the rules so that the small stations will 
have a chance. 

“Seems to me that if an engineer or an announcer or a combination operator 
desires to make an extra dollar on the side, he should be allowed to do so, without 
the small station paying for it.” 

(3) An announcer-salesman—market of 12,000 in Southeast : 

“Of course, one of our worst problems, as I to'd you, is our announcer-sales 
man situation. One named * * * gets $100 a week salary plus $10 per week 
expenses plus 10 percent of all the cash receipts from his sales each month over 
$1,100. This results in an income for him of somewhere close to $9,000 a year. 
He works a total of 13%, hours a week on the board, however, this includes # 
minutes each day on Monday, Wednesday, and Friday for which he receives 
talent fees and 114 hours on Saturday for which he receives talent fees. We 
allocate $26 for program salaries and $74 sales salaries, plus talent of course, 
He has the title of commercial manager and occasionally he works more hours 
on the board if someone is sick or when we have vacation or ete. His selling 
time is generally from 10 until 5 each day with an hour or so out for luneh: 
however, he does occasionally work on Saturdays and sometimes in the evenings 
he has to go see an account or make a collection.” 

(4) Dise jockey-salesmen—market of 70,000 in Southwest : 

“Now, along with any ‘rule book’ always goes a philosophy of operation, ané 
I have one that aims toward this: To employ 4 dise jockey-salesmen give them} 
hours airtime daily, and let them sell the rest of the time. Pay them base payé 
around $62.50 per week (definitely not enough to live on, let alone get rich), 
plus commission on sales. What I am after competitively (and this is co 
fidential) is on-the-air salesmen who personally know their clients and the 
clients’ problems. With the commission arrangement, T want each man worth 
keeping to exceed $125 per week—and approach $150: believing this is more that 
competition will pay for straight air-work. With this p'an, I would like to avoid 
overtime, if the Wage-Hour people have any workable plan to avoid this. Woull 
solicit vour comments from your wide range of experience on anything applicable 
to this plan, suggestions. any results from actual practice, ete.” 

(5) An announcer-salesman—market of 533,000 in Southwest : 

“We plan to permit certain of our staff announcers to do some part-time sellin 
on their own time and after their regular working hours. They would be com 
pensated for their sales on the basis of a commission. The initial opinion 
the local Wage and Hour inspector is that if a staff announcer devotes aly 
time to selling we would have to compensate him for that time at his regul@? 
rate with time and a half for overtime, and, further, that payment to him of 
any commission would have the effect of raising his base rate for the week 
in which that commission payment was received and we would then be obligel 
to pay him for all the hours he worked during that week at the increase! 
base rate with time and a half for overtime. We are awaiting confirmation @ 
this ruling. 
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“Obviously, if this ruling prevails we simply don’t use announcers as part-time 
salesmen.” 

(c) Keeping track of hours worked 

For a shoe factory or a flour mill, keeping track of hours worked is easy. 
Almost all the work is performed in the shop or at the plant. Management can 
divide production into definite segments. The line between work and nonwork 
activities is clear. Regular hours and uninterrupted shifts are the normal and 
most efficient method of operation in most businesses. 

This is not the case in broadcasting. Away-from-the-plant work, split shifts, 
irregular hours, and the lack of a clear line between work and nonwork activities 
are common characteristics of the business. Take, for example, a small-market 
newsman. He will be all over town trying to keep up with the latest news 
stories. He may work 35 hours this week and 50 the next. Or consider the 
typical announcer-salesman as shown in the previous section. Management has 
almost no way of keeping track of his selling hours. Moreover, in a small- 
market selling it is often difficult to say what is working time and what is non- 
working time. Indeed, the exemption of outside salesmen was in large part 
based on these factors. Some of the counting-hours problems are illustrated 
by the following quotes from broadcaster letters. , 

(1) Counting hours for a newsman—market of 12,000 in Southeast: 

“As with most broadcasters, the newsman represents a real problem. We are 
just a small station and we only have one newsman. He happens to be the type 
of guy who is real interested in his job and want to work all the time and there 
isn’t much I can do about it. His regular work schedule calls for him to work 
from 8:30 to 9:30 in the morning, 10:30 in the morning until 12:15 and then from 
2:15 to 3:30, then from 4:30 to 6:15, then he is on the board from 7:30 to 8 :45. 
On Saturday he works from 8:30 to 9:30 in the morning and then from 10:30 to 
12:15 and then from 5 to 6:15 p.m. This is a total of 39 hours a week. We pay 
him $75 a week and the agreement that he works 48 hours. The times he is 
not working, or at least supposed to be not working, he runs out on fires, takes 
the mobile unit out and does special broadcasts, is out gathering news and doing 
all the things that a newsman would do. I’ve told him time and time again that 
if he works more than 48 hours it would be violating the law. Perhaps we 
are violating it anyway since I made a flat salary of $75 a week for 48 hours 
when he came to work for us which comes down at a dollar and thirty-three 
and a fraction per hour. Maybe you can help me with this, Chuck; get it 
straightened out so the inspector won’t jump all over us.” 

(2) Counting hours and exempt status—market of 13,000 in the Midwest : 

“We have two men * * * very capable * * * one an engineer (our super- 
visor) and the other our production supervisor. Both men do a multiplicity of 
things. I’d like to put them on a basis of a weekly salary but cannot pay them 
the $100 a week which excludes most of the regulations which apply. 

“Both man are supervisors, as I stated, but both of them are announcers as 
well. The production supervisor works as an almost full-time announcer and 
the engineering supervisor carrys an announcing schedule which exceeds the 
20 percent rule. 

“I was wondering if you might visit with someone you know in the Wage and 
Hour people who might be able to help us out of this dilemma. TI don’t want the 
boys to have to sit around if there’s nothing for them to do just to put in hours 
to get paid. On the other hand, sometimes their work takes longer hours and 
they could thereby get the job accomplished. I’m thinking in terms of what I do. 
When there’s nothing too important I leave; on the other side of the ledger, 
boa it has to be done, I don’t leave until it is accomplished, regardless of the 

ours, 

“Both men supervise everyone on the air; one regarding the use of equipment 
and the other the air face. Since the law is written in a general manner, I’m 
ae about the latitude. What scope of interpretation do we or can we 

ve? 

(3) Counting hours for a chief engineer—market of 12,000 in the Southeast: 

My chief engineer, if he is subject to the Wage and Hours Act, gets $100 

4’ week. He works on the air a total of 26%, hours. It was understood when he 
started that his $100 a week was for 48 hours and he does his engineering at 
other times as necessary. Sometimes it may be only 5 hours extra a week, some- 
ay he might work 40 hours more a week, this has happened when we had 
£ troubles or big projects on. I have been under the impression that as a chief 











1204 MINIMUM WAGE-HOUR LEGISLATION 


engineer he was a supervisory personnel and was not subject to the Wage anj 
Hours Act. I know you will correct me if I am wrong.” 


IV. DESCRIPTION OF THE BROADCASTING INDUSTRY 


The majority of operating units in broadcasting are, from an economic point 
of view, small businesses. They serve a restricted local market and thus ay 
subject to the economic limitations of that market. 

Broadcasting is a service industry which provides entertainment and inform. 
tion to listeners and viewers and an audience to advertisers. Radio ani 
television stations deliver this service to the consuming public. Some program 
are produced by local stations; others are produced by the network with whic 
the stations are affiliated on a business-contract basis; still others are produce 
by package producers, the sponsor, or his advertising agency. 

Contrary to popular impression, most of the operating units in the broadcastix 
industry are small businesses. For example, of the approximately 3,300 AM 
radio stations on the air for the full year, 1959—* 

There were 60 percent located in cities or towns of less than 100,0H 
people, 55 percent in towns of less than 25,000 people, and 30 percent in 
towns of less than 10,000 people. (Exhibit B.) 

Average station revenue in 1958 (the latest year for which figures ar 
available) was $96,200 with 86 percent of the stations having revenues of 
less than $300,000, 67 percent less than $150,000, and 31 percent less tha 
$75,000. 

Average station profit in 1958 was $6,300—60 percent of the stations hai 
less than $10,000 profit. 

Total employment by radio stations in 1958 was approximately 46,000 
This total figure is composed of approximately 10,000 announcers, 9,00) 
technicians, 6,500 salesmen, and 20,000 clerical employees and other mise¢l- 
laneous Classifications. 

The average radio stations employed 12.8 full-time and 3.5 part-tim 
employees, with 75 percent of the stations employing fewer than 15 andi 
least 30 percent employing fewer than § full-time employees. 

The typical small-market station staff consists of one general manager wh 
probably also acts as sales manager, one program director who does 15 
20 hours a week of regular staff announcing, one chief engineer, thre 
announcers, one technician, one salesman, and two clerical employees wh 
handle the usual clerical work and bookkeeping and traffic. 

Although bigger than radio, the typical television station is also a relativel 
small business. Of the approximately 525 TV stations on the air as of Jam 
ary 1, 1960— 

There were 55 percent located in cities or towns of less than 250,00) 
population, 29 percent in towns of less than 100,000, and 13 percent in les 
than 25,000. (Exihibit C.) 

Average station revenue in 1958 was $934,300. Of the stations, 60 percel! 
had less than $1 million total revenue, 28 percent had less than $500, 
and 11 percent less than $300,000. 

Average station profit in 1958 was $135,500; 40 percent of the station 
had less than $50,000 profit. 

Total employment by television stations in 1958 was approximately 27,0 
This total figure is composed of approximately 2,000 announcers, 6, 
technicians, 1,500 salesmen, and 17,500 clerical employees and other mistt 
laneous classifications. 

The average television station employed 48.2 full-time and 14.6 part-tist 
employees. 

The typical small-market station staff consists of a general managerf,! 
program director, sales manager, producer-director, three announcers, chié 





engineer, six technicians, two cameramen, three production men, one flo 
man, one photographer, a film director and assistant, three salesmem, ' 
traffic manager, and four clerical employees. 

Broadcasting, at the station level, is a local product market industry. _ Wit 
the great majority of stations, the market for both audience and advertiser 
restricted to a limited geographical area by the technological characteristics 
the station’s signal. There are, of course, some stations which, because of 


2 All statistics are based on NAB surveys Radio and Television Financial Reports 
on NAB Radio and Television Wages, Hours, and Employment. 
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power, cover substantial regional areas. The following characteristics describe 
the local product market nature of broadcasting. 


1. THE AREA OF COMPETITION IS THE LOCAL MARKET AREA 


The area within which stations compete—that is, their product market—is 
the area effectively reached by their signal and effectively used by advertisers. 
Strength of signal depends upon a variety of technical and legal considerations. 
The area of effective use by advertisers is essentially the market area within 
which the station is located. Exceptions may be found but they are rarely, if 
ever, in small markets. 

Some may argue that the carrying of network programs on local stations 
destroys their status as local product market businesses. This is incorrect. The 
place where a product is made is not relevant in this context. Most products 
handled by retail outlets, for example, are produced outside the local market 
area. Even if the basic contention were correct—that the place of production 
makes a difference—it is significant to note that— 

(a) two-thirds of all small-market radio broadcasters are independents 
(that is, not affiliated with a nationwide network) and these stations orig- 
inate nearly all their own programing services; ; 

(b) the remaining one-third (that is, network-affiliated radio stations) 
secure, on the average, only 2.5 percent of their total revenue from network 
programs, and in the typical small-market television station, network 
revenue comprises 18 percent of the total. 


2. THERE IS NO SIGNIFICANT COMPETITION AMONG DIFFERENT MARKETS EVEN FOR 
NATIONAL AND REGIONAL BUSINESS 


Competition for revenues among broadcasters in different market areas is 
negligible, but competition among stations and with other media in the same 
market is substantial. This is because national and regional advertisers are 
concerned with nationwide or regional distribution and cannot afford to bypass 
an entire market just because the advertising cost is greater. Even where 
nationwide or regional distribution is not essential to the advertiser, the cost 
of transportation and administrative cost of distribution generally outweigh 
any differential in advertising costs. Consequently, the individual broadcaster 
can rarely influence national or regional advertisers in their decisions as to 
which markets should be bought. It is only after this market decision has been 
made that broadcasters and other media begin to compete—and then the com- 
petition is within one market. Incidentally, small-market radio broadcasters 
derive, on the average, only 13 percent of their total revenue from these national 
and regional advertisers. In television the figure rises to 34 percent. 


8. THE LOCAL NATURE OF SMALI-MARKET BROADCASTING 


(a) Eighty-five percent of the small-market radio broadcaster’s revenue comes 
from local advertisers. Local advertisers supply the small-market television 
broadcaster with 48 percent of his total revenue. The difference between 
small and larger markets in terms of the relationship between local time sales 
and total time sales may be seen in exhibit D, page 25a. There is every reason 
to expect that as the television industry expands and matures technologically, 
it will derive an even greater percent of its business from local advertisers— 
precisely as radio has done. This will be especially true for small-market tele- 
vision broadcasters. But, whether the source of revenue be local or national, 
the vital point is that the broadcaster would be unable to tap any revenue source 
without a local audience to consume locally both his product and the advertisers’ 
products. 

(b) The size of the establishment is limited by, and varies directly with, the 
size of the market. Size of establishment in broadcasting, whether it be meas- 
ured by number of employees or volume of business, varies with market size. 
Exhibit E, page 26a and exhibit F, page 27a, reveal this relationship. Wash- 
ington’s large broadcast properties could not long survive in Titusville, Pa. 

(c) The cost structure of the establishment is in large part dictated by the 
size of the market in which it is located. A station in Washington, D.C., will 
be faced with prices, especially the price of labor, substantially in excess of the 
Same size station in Titusville, Pa. This is primarily because of tighter supplies 
of labor, higher planes and standards of living, stronger unionization and differ- 
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ing value judgments by employers as to what constitutes a fair wage within the 
context of differing abilities to pay higher wages. 

In summary then, it is clear at least the smaller radio and television stations 
are the type of businesses which have, generally speaking, not been subject ty 
the requirements of the Fair Labor Standards Act. They are small businesses 
and they are local businesses. Thus, the granting of the requested relief, far 
from contradicting the underlying philosophy of coverage of the law, would lk 
in complete harmony with the philosophy of the law. 


V. Tne CoveRAGE OF THE Farr LABoR STANDARDS ACT 


The provisions of the Fair Labor Standards Act apply to employees engaged in 
commerce or in the production of goods for commerce. In passing the law, Con 
gress sought to prevent the unfair competition of goods made under substandard 
conditions. It was not the legislative intent to cover primarily local businesges 

Radio and television stations have been regarded by the Administrator as being 
instrumentalities of commerce and thus subject to the provisions of the law. The 
association disagrees with this view, believing that only those stations whose ef. 
fective signals cross State lines are producing a service for commerce, but that 
other stations are not within the scope of the wage-hour law. 

The underlying philosophy of the coverage of the wage-hour law is to exclu 
from the channels of interstate commerce goods produced under labor condition 
regarded as substandard. This objective was described by Mr. Justice Stone ip 
writing the majority opinion in United States v. Darby Lumber Co., 312 U.S. 1%, 
109 (1941): 

“Its purpose, as we judicially know from the declaration of policy in section 
2(a) of the act, and the reports of congressional committees proposing the legis 
lation, Senate Report No. 8&4, 75th Congress 1st session; House Report No. 142 
75th Congress 1st session; House Report No. 2182, 75th Congress 3d session, con 
ference report, House Report No. 2738, 75th Congress 3d session, is to exclud 
from interstate commerce goods produced for the commerce and to prevent thei 
production for interstate commerce, under conditions detrimental to the mainte 
nance of the minimum standards of living necessary for health and general wel: 
being ; and to prevent the use of interstate commerce as the means of competitia 
in the distribution of goods so produced, and as the means of spreading and per 
petuating such substandard labor conditions among the workers of the seven! 
States.” 

It is clear that Congress did not intend to cover primarily local businesses 
Senator Hugo Black, now Mr. Justice Black of the U.S. Supreme Court, and om 
of the sponsors of the so-called Black-Connery bill (S. 2475) which set forth th 
basic pattern for the Fair Labor Standards Act, stated on July 27, 1937, on th 
floor of the Senate: 





“* * * T believe it was the prevailing sentiment of the committee, if not th 
unanimous sentiment of the committee, that businesses of a purely local typ 
which serve a particular local community, and which do not send their product 
into the stream of interstate commerce, can better be regulated by the laws @ 
the communities and of the States in which the business units operate.” 

In Walling v. Jacksonville Paper Co., 317 U.S. 564, 570 (1943) the Suprem# 
Court noted that “Congress in enacting this statute plainly indicated its purpo¥ 
to leave local business to the protection of the States.” 

Technically speaking then, thé Fair Labor Standards Act is a law of limite 
jurisdiction unlike, for example, the National Labor Relations Act. In Kirst 
baum vy. Walling, 316 U.S. 517, 522 (1942), this point was discussed in the follor 
ing words: 

“The Administrator does not contend that the employees in the cases before® 
are within the act because Congress could have placed them there. The histo 
of the legislation leaves no doubt that Congress chose not to enter areas which? 
might have occupied. As passed by the House, the bill applied to employers 
gaged in commerce in any industry affecting commerce’. (See H. Rept. No. 218 
Thoth Cong., 3d sess., p. 2; 83d Cong. Rec. 7749, 7750.) But the bill recommendé 
by the conference applied only to employees ‘engaged in commerce or in the pr 
duction of goods for commerce’. (H. Rept. No. 2738, 75th Cong., 3d sess., pp. 2 
30; 83d Cong. Rec. 9158, 9266, 9267.) Moreover, in one of its intermediate stagé 
the measure incorporated the Shreveport doctrine, Houston E. & W.T.R. C0.\ 
United States, 234 U.S. 342, 58L ed. 1341, 34 S. Ct. 833, supra, in that it was sf 
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cifically made applicable to intrastate production which competed with goods 
produced in another State.” 

The language used by Congress related to employees “engaged in commerce or 
in the production of goods for commerce”. Congress did not seek to include those 
whose activities might affect interstate commerce, even though it is well settled 
that Congress could assert such jurisdiction. 

It follows, therefore, that the phrase “engaged in commerce” is a phrase of 
narrow rather than general construction. It refers to those who are actually in- 
volved with the process of interstate commerce, as for example, those who work 
on interstate railroads, bargelines and the like.’ 

The wage-hour Administrator early took the position that the employees of 
radio stations were covered by the act because they are engaged in commerce. 
The rationale of this interpretation has never been entirely clear, although there 
have been a limited number of court decisions in which the Administrator’s posi- 
tion has been upheld but without any elaborate consideration of the facts of the 
matter. 

We do not believe that radio and television stations are instrumentalities of 
commerce as that term is used by the wage-hour Administrator. Consequently, 
we do not believe that radio and television stations are “engaged in commerce” 
as that phrase is used in the Fair Labor Standards Act. —~ 

Radio and television stations are engaged in the production of a product or 
service just as is a hotel or a newspaper. Physically, the product is an electro- 
magnetic impulse which, with proper receiving equipment, provides an audio 
signal, a video signal, or both. Where the station’s effective signal crosses a 
State line, it is engaged in the production of a product or a service which it 
sends into interstate commerce. On the other hand, where its effective signal] 
is limited to the confines of a single State, it is neither engaged in commerce as 
the term is used in the wage-hour law, nor is it engaged in the production of goods 
or services for commerce. Such stations are, of course, subject to congressional! 
control because their activities affect interstate commerce, at least from a 
technological point of view. This fact has long been recognized as the basis 
for the assertion of control by the Federal Government over all those who use 
the spectrum. 

The engaged in commerce concept as applied to radio and television is said to 
be supported by such facts as network affiliation, the use of wire services, and 
the receipt of advertising dollars from national advertisers. We do not believe 
that such facts are controlling. Moreover, we believe that pertinent court de- 
cisions clearly show that they are not. 

Most significant is the Supreme Court’s decision in White Plains Publishing 
Co., Inc. v. Mabee, 327 U.S. 178 (1946). In this case, the Court was considering 
the application of the wage-hour law to a small newspaper which had less than 
one-half of 1 percent of its circulation going outside the State. A majority 
of the Court concluded that the act would apply and that the de minimus rule 
was not applicable. The Court noted that the publishing company was, to this 
limited extent, engaged in the production of goods for commerce. The Court 
did not rely on the fact that the newspaper involved used a wire service, had 
some national advertising, and used a variety of out-of-State materials in the 
production of the paper, facts noted and rejected as a basis of jurisdiction by 
the appellate courts in the State of New York. * 
are not relevant in broadcasting situations. 

From the White Plains and Schroepfer cases, one point stands out. If juris- 
diction over a newspaper is to be asserted under the Fair Labor Standards Act, 
it must be based on the concept that the publishing organization is producing 
for shipment across State lines. No other basis of jurisdiction is acceptable. 
Similarly, it must be accepted that a broadcasting station is subject to the 
Fair Labor Standards Act only to the extent that its effective signal goes across 
State lines. If wire service, national advertising, and other items of input pro- 
duced out of State are not relevant in determining newspaper juridiction, they 

The Department of Labor itself has recognized the concept involved in this 
distinction. In a memorandum entitled “Materials on Coverage and Exemption 


, 





‘Part 776.—Interpretive Bulletin on the General Coverage of the Wage and Hour Pro- 
visions of the Fair Labor Standards Act of 1938, sec. 776.9, May 17, 1950. 

*Mabee v. White Plains Publishing Company, 45 N.Y. Supp. 2d, 479, affirmed without 
opinion 267 Ap. Div. 284. In rejecting these facts as a basis of jurisdiction, the Appel- 
late Division of the New York Supreme Court cited Judge Parker's decision in Schroepfer 
Vv. A. 8. Abel Co., 138 F. 2d 111 (C.C.A. 4, 1948). A pertinent fact of Judge Parker's 
decision is quoted in exhibit G, p. 28a. 
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under the Fair Labor Standards Act” (May 13, 1955) submitted to the Senate 
Committee on Labor and Public Welfare, it was noted that the wage-hour lay 
‘“* * * extends far beyond interstate commerce which is the central core of the 
Federal Government’s authority in this field, to apply to a whole complex of 
activities which precede commerce, broadly defined as production for commerce 
It does not however extend at all beyond commerce to the other complex of actiyi- 
ties which follow commerce.” 

Broadcasting stations whose effective signals are limited to a single State ar 
obviously involved in “the other complex of activities which follow commerce,’ 

Finally, it is useful to keep in mind that the world of broadcasting has changei 
radically since the passage of the wage-hour law in 1938. At that time, ther 
were only 700 radio stations on the air and no commercial television stations, 
Most of the radio stations were high power with signals crossing one or mor 
State lines. 

Today there are 3,500 radio stations on the air and 525 TV stations. Hu. 
dreds of low-power radio stations serve limited local markets. A typical 2% 
watt station, for example, covers a radius of not more than 15 miles. There is 
no legislative history to show that Congress considered the problems of thes 
small stations one way or the other. 

The association has not sought to overturn the official interpretation becaug 
of our belief that the matter is more appropriately handled by the Congress than 
by the courts. A jurisdiction line drawn by court decision would be necessarily 
unfair and uncertain. It would require competitors in some markets to play 
the game according to different rules. Only congressional action will solve the 
matter in a way that is equitable for all concerned. 


VI. EmpLoyvees Not CovERED BY THE WaAGE-Hour LAW 


The Wage-Hour law has never applied to much more than half the workin 
force in the United States. Almost all the employers in the small market broai: 
casters’ business environment are not subject to the law. On occasion in the past. 
Congress has added exemptions where the facts have justified them. 


In 1953 only 24 million of the approximately 44 million wage and salary work 


ers in the United States were covered by the law.® 

Of the 20 million not covered, 1314 million were not engaged in commerce tt 
in the production of goods for commerce as these words are used in sections 
and 7 of the law. To reach these employees, jurisdictional basis of the act wouli 
have to be modified. The modification would involve the inclusion of employee 
whose activities affect commerce. Such employees probably include a substar- 
tial segment of the 1314 million. 

The remaining 6% million of the 20 million not covered are engaged in com: 
merce or in the production of goods for commerce but have been specifically 
exempted. They include— 


een) nm ee) ee errs 2 ee a eee Per eo luau 38, 032, 00 
Retail and service employees_______________-___-_-__-_-_- 1, 360, 
he eee AM SETI a AT GSR ae TS LAE heal eh LA UE fa bs as ORES AT aS 1, 203, 
Employees engaged in the handling or processing of agricultural 
TS i RS A Std LT ED ods Lee SS 238, 0 
In laundries and dry cleaning establishments_______________________ 132, 
ne ts ee NAD Litas SSR LE, EEITIS! Od, Seed | 117, 


In small logging operations (those employing 12 or fewer employees) 110, 
Employees engaged in fishing for the canning and processing of fish 








RTT BT eek NG OS RS US a TSS 61, 
Switchboard operators in small telephone exchanges_______________ 48, 0 
Employees of small newspapers____-___--_----_------------------- 82, 
Employees in local retailing activities employed by manufacturers 

or wholesalers__.________.-- Oe + ase 10, 0 
Rede at Ol 9 eth Es BEB ST 4, 0 


In past years, Congress has added exemptions where equitable treatment unde 
the law and operating difficulties shown by employers indicated a need fo 
relief. In 1939 switchboard operators in public telephone exchanges with D0 
more than 500 stations were exempted. The exemption limit was raised to 7 


5 Statistics taken from “Materials on Coverage and Exemption Under the Fair Lab 
Standards Act,” U.S. Department of Labor, May 13, 1955. 
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stations in 1949. Also in 1949, the following exemptions were either expanded 
or introduced for the first time: 

(1) The small newspaper exemption was broadened by increasing the 
circulation figure from 3,000 to 4,000 by permitting circulation in counties 
adjacent to the county of principle place of business and by permitting daily, 
in addition to weekly, newspapers to take advantage of the exemption. 

(2) Taxicab operators. 

(3) Forestry and lumber workers employed by companies employing 12 
or fewer employees. 

(4) Employees of small telegraph organizations located in small market 
establishments where gross receipts do not exceed $5,000 per month. 

The chief reason for the limited coverage of the 19388 law was the apparent 
Congressional intent to set standards for those directly involved in interstate 
commerce either because they worked on instrumentalities of commerce or 
because they were engaged in the production of goods for commerce. Correspond- 
ingly, it is clear that Congress did not intend to regulate the affairs of the in- 
numerable small businesses serving restricted local markets. 

The specific exemptions, whether initially in the law or added by subsequent 
amendments, are based, for the most part, on situations in which the application 
of the law would cause hardship because of unusual operating conditions. 

It is pertinent to note that almost all of the business establishments in the 
small market broadcaster’s business environment are not covered by the law. 
His competitor, the local newspaper, is often not covered. His customers, the 
furniture store, the appliance dealer, the sporting goods outlet, and the corner 
restaurant, have never been subject to the law and most of the proposals for 
extending coverage will not include them either. The only covered establish- 
ments (aside from manufacturing plants which produce for interstate shipment ) 
are branch offices of interstate concerns and certain categories of financial insti- 
tutions such as banks. The latter may find the minimum wage somewhat burden- 
some but they do not have the operating conditions which make adherence to 
the overtime requirement so difficult. 

Station broadcasting is a business which serves a restricted local market. 
It has operating characteristics which result in hardship insofar as the appli- 
cation of the overtime provisions of the law is concerned. These reasons have in 
the past justified the exemption of industries or portions of industries. It is 
only just that similar relief be granted here. 


VII. ALTERNATIVE SOLUTIONS FOR BROADCASTING WaAGE-HouR PROBLEMS 


Broadcasting wage-hour problems can be alleviated in several different ways. 
The most effective solution will be an exemption from the overtime provisions 
of the act for small market stations. Partial relief will come from the exemp- 
tion of certain types of broadcasting work, more flexibility in regular rate of 
pay computation, or more flexible use of 7(e) contracts. 

As discussed in detail in section IIT of this statement, broadcasters’ wage-hour 
problems involve the overtime provisions of the law. The problems are not new, 
but they are of increasing impact because of the tremendous increase in the 
number of small stations during the past 15 years. Specifically, there are three 
interrelated areas which cause the confusion and complication: (1) the appli- 
cation of the exempt work rules, (2) the computation of the regular rate of 
pay, and (3) the counting of hours. 

A solution, or even a partial solution requires an amendment to the law. 
There is not sufficient flexibility in the statute as now written to permit a satis- 
factory solution on an administrative basis. In terms of changes in statutory 
caeenee there are a number of possibilities which are discussed separately 

low. 


1. AN EXEMPTION OF THE EMPLOYEES OF SMALL MARKET RADIO AND TELEVISION 
STATIONS FROM THE OVERTIME PROVISIONS OF THE LAW 


Most of the wage-hour problems in broadcasting involve small market stations. 
Hence, one alternative would be to exempt the employees of such stations from 
the overtime provisions of the law. No exemption is requested from the mini- 
mum wage requirements, even though the present and certainly the proposed, 
minimums are inequitable insofar as employers in very small markets are con- 
cerned. 
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It is proposed that the law be amended so as to exempt from the overtime 
provisions of the law employees of radio and television stations licensed pri- 
marily to serve cities of less than 100,000 population according to the latest 
available U.S. census figures, except where such cities are part of a standar 
metropolitan area of 100,000 or more. 

It is estimated that the proposed formula will leave approximately 41 percent 
of the 3,500 staudard broadcast radio stations on the air covered by the lay, 
while 59 percent, or 2,100 will no longer be involved with the overtime provisions, 
Approximately 17,000 employees are employed by the latter group of stations, 
Of the 525 television stations on the air, the 100,000 population cutoff will leave 
393 covered, but will exempt the employees of 132 stations. We estimate that 
approximately 4,000 employees are employed by TV stations who will no longer 
be compelled to adhere to the overtime provisions of the statute.® 

The question may legitimately be asked: Will the removal of overtime result 
in loss of wages for these employees? We believe that this result will not follow, 
Traditionally, in broadcasting at stations of this type, the compensation arrange 
ment between employer and employee is worked out on the basis of so-much-per- 
week. This best serves the employee's interest by providing a definite amount 
each week. The workweek is often hours over 40 on a relatively regular basis. 
Thus, for example, when an announcer is hired, the agreement is for so mud 
money for a 48-hour week. The regular rate is determined by dividing the 
compensation figure by 52, which results in 40 hours of straight time and 8 hours 
of time and one-half. Hours over 48 call for additional time and one-half. 
Hours under 48, in appropriate circumstances, must result in a reduction in the 
total compensation. This approach to compensation is the practical result of 
countless individual negotiations. It means that the hourly rate is an arith 
metical result of total compensation regarded as right for the job and average 
hours expected to be worked. The removal of the overtime requirement will not 
materially affect total compensation. 

The advantages of this solution are as follows: 

(a) It will solve completely the overtime problems for those stations 
which are most heavily involved with such problems. These are the smal] 
market stations whose operating characteristics are such that adherence t 
overtime is very difficult. 

(b) It treats all competitors alike. Since, in broadcasting at the station 
level, the area of competition is the market, only a market cutoff will treat 
all competitors alike. Any other formula such as employment size or 
dollar volume, will result in the unequal treatment of competitors. Some 
will be subject to overtime and some not. 

(c) It is simple, clear, and definite; and, therefore, administratively 
feasible. The Federal Communications Commission, in granting radio and 
television station licenses, specifies the market to be primarily served. The 
population figures will be taken from the latest decennial census count. 

From the point of view of the broadcasting industry, the only disadvantage 
in this solution is the fact that there are some wage-hour problems at stations 
in markets of more than 100,000. Most of these problems involve smaller sta 
tions in these bigger markets. Over the next few years, there is likely to be an 
increasing number of these stations. 

Substantial precedent for this type of exemption exists in the wage-hour law. 
Section 13 of the present law exempts from both the minimum wage and the 
overtime requirements of the law employees of most retail and service estab 
lishments, employees of most laundering, cleaning, and clothing repairing estab- 
lishments, and employees of certain categories of weekly, semiweekly, and daily 
newspapers (with a circulation rather than a population cutoff formula). 


2. THE EXEMPTION OF CERTAIN CLASSIFICATIONS OF EMPLOYEES FROM THE 
OVERTIME PROVISIONS OF THE LAW 


Instead of an exemption based on the nature of the employing establishment, 
at least partial relief can be granted by exempting employees performing spe 
fied types of work. This, in turn, can be handled in either of two ways. 


® According to statistics published by sales management’s “Annual Survey of Buying 
Power” (May 1957), there were at the time 203 standard metropolitan areas of 100. 
or more people. Near the cutoff point here proposed were such markets as Provo, Utal 
(101,600) ; Oshkosh. Wis. (101,900) ; Florence, Ala. (100,700) ; Bay City, Mich. (100,300); 
Temple, Tex. (99,700) ; and Lima, Ohio (99,300). 
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specific exemption can be added to section 13. Or, language can be added to 
section 13(a), which deals with the exemption of employees working in adminis- 
trative, executive, professional, outside sales, or local retailing capacity. Hither 
approach would be acceptable. 

Activity which should be treated as exempt in one way or the other should 
at least include staff announcing and news. Such an exemption would solve a 
large share of the combination-job problems, such as announcer-salesman, 
salesman-announcer, program director-announcer, chief engineer-announcer, etc. 
It would also do away with the great confusion that exists over news work.’ 
Left unsolved will be problems relating to exempt status and counting hours 
where work other than announcing or news is being performed. 

In a number of instances, special exemptions have been granted on a classifi- 
cation or job-content basis. Among them are switchboard operators in certain 
categories of telephone exchanges, taxicab drivers, certain classifications in 
agriculture, fishing, and lumbering, ete. 


3. MODIFICATIONS IN REGULAR RATE OF PAY COMPUTATION 


A third solution lies in certain changes in the regular rate of pay computation. 
Such changes are only likely to be helpful in solving the-announcer-salesman or 
engineering-salesman problem. Such changes will be of little value in handling 
exempt work situations. 

Two types of changes in regular rate computation are possible. One would 
be an addition to 7(d), which contains certain exclusions from the regular rate. 
The amendment could take the form of an additional exclusion—an exclusion 
specifically referencing earnings from commission formulas under certain cir- 
cumstances in broadeasting.® 

A second approach is to add language to 7(f) or 7(f) (3) of the present law.° 
This section contains special provisions designed to provide somewhat greater 
flexibility in computing the regular rate of pay in particular circumstances. 
Mentioned in the section, for example, is the problem of the regular rate for 
overtime purposes when piecework method of payment is used. Suitable lan- 
guage to accomplish the objective in broadcasting would require additional study 
and the assistance of those who are conversant with this rather technical phase 
of the law. 


4. AN AMENDMENT PERMITTING GREATER FLEXIBILITY IN THE USE OF 
SO-CALLED 7(E) CONTRACTS 


Section 7(e) of the law was enacted in 1949 and relates to the issue raised by 
the so-called Belo contracts. Such contracts have had a long and somewhat 
turbulent wage-hour history. Since the passage of the amendment there has 
been additional confusion as to just how the formula can be used. 

With certain types of jobs in broadcasting, the Belo formula can apparently 
be used to reduce fluctuation in weekly compensation resulting from widely 
varying hours. To this extent, it is advantageous to both employee and employer 
alike. Administrative hostility to the idea embodied in Belo and resulting 
restrictive interpretations on its use have created some risks for broadcasters, 
as well as other employers who seek to use the method. We believe that this 
alternative is the least likely to give adequate relief. 


_ 


*The matter of the application of exempt work rules to jobs in broadcasting has been 
the subject of considerable discussion. In 1949, during the course of hearings conducted 
by the Wage-Hour Administrator for the purpose of revising exempt-work definitions, the 
‘ssociation presented a substantial amount of evidence on industry practice. This presen- 
tation was reflected in the so-called Weiss report on pp. 74-76. “Report and Recommenda- 
tions on Proposed Revisions of Regulations,” pt. 541. U.S. Department of Labor, 1949. 
This report served as the basis for the revised definitions which were subseqtrent issued. 
In essence the report and the subsequent definitions stated that under appropriate circum- 
stances special program work. such as farm editing. sportscasting, ete., was exempt. 
Regular staff announcing was said to be nonexempt. Unresolved and left to decision on a 
case-by-case basis was the work of diskjockevs and news people. <A substantial share of 
the confusion that now exists in broadeasting arises in these two areas; that is, an- 
houncing and news. 

SIn 1949 one group of broadcasting wage-hour problems was solved by exclusion of 
talent fees from the regular rate of pay in section 7(d). 

*In 1954 the association asked the Wage-Hour Administrator for more flexibility in 
handling the announcer-salesman problem. Correspondence relating to the matter is con- 
tained in exhibit H. The qualifications attached to the interpretive ruling are so restric- 
tive as to make it of relatively little use to broadcasters. 








1212 MINIMUM WAGE-HOUR LEGISLATION 


Exuipit A.—EXEMPT STATUS 


(1) Exempt status of a program-news director in market of 47,000 on Pacifie 
coast: 

“We would appreciate a ruling on the following : 

“No. 1. A male employee holding the position of program and news director, 
The pay structure is based on a 44-hour week at $120 per week, which breaks 
down as $2.61 regular rate and $3.90 overtime rate per hour. A breakdown of 
duties is as follows: 14 hours per week spent on the board doing his own per- 
sonality deejay show (approximately 32 percent). Solicits, edits and broad. 
casts seven 5-minute newscasts daily including two within his own show (ap 
proximately 20 percent). Creates commercial copy and program formats, tapes 
voice tracks for approximately 3 hours of programing per week, also prepares 
and tapes some production spots (approximately 38 percent). Occasionally sells 
and services a limited number of commercial accounts (approximately 10 
percent ). 

“Please advise if this employee can be considered exempt. 

“No. 2. The following situation involves the above employee. He has requested 
permission to work the relief board shift on Sundays, every fourth week, when 
the regular relief operator is not available. Other relief operators are available 
for this shift, but this particular employee has volunteered to work this shift at 

2.75 per hour. 

“Please advise if this employee could work this shift at the rate of $2.75 instead 
of his overtime rate of $3.90.” 

(2) Exempt status of salesmen in market of less than 10,000 in Northwest: 

“* * * employs from two to three salesmen who spend a great deal of their 
time outside of the office, but also spend more than 20 percent of their time in 
the office, part of which is preparing script for advertisers and so forth. About 
a year ago the wage-hour board made an investigation of * * * and found them 
in violation of the law in that they were paying the salesmen a monthly salary. 

“The station complied with their requirement to pay some back wages, but are 
now faced again with the problem of whether or not they can pay the salesmen 
a monthly salary. The salesmen put in irregular hours, usually closer to # 
hours a week than 40 hours and it is almost impossible to arrive at a hourly 
wage that would be satisfactory. Then men themselves, prefer a straight monthly 
salary. Consideration has been given to putting the men on a commission basis 
We understand many other small stations are in the same predicament that 
we are.” 

(3) Regular rate for a chief engineer in market of 160,000 in Southeast: 

“An engineer is being paid at the rate of $175 per month. He works straight 
through for 3 weeks, and then is off 1 week. During the 3-week period he is on, 
he works a total of 151 hours, more or less evenly divided between the 3 weeks 
Now, could we pay him on a straight hourly basis by taking his $175 per month 
salary, multiplying it by 12, and dividing by 52 to get a weekly salary; then, 
divide the weekly salary by 40 hours to get straight time hourly rate. This 
would figure out on hourly rate of $1.01 in round numbers. Now, we would 
tell this engineer that he would work at the hourly rate of $1.01 for the number 
of hours required of him each week; however, realizing that a man cannot work 
continuously and every third week he would be required to take that week off 
For the weeks that he works, he would be paid for his first 40 hours at the rate 
of $1.01 per hour and for all hours worked during that week over 40 hours 
he would be paid at the rate of $1.51. For the week he is off, he would not be 
paid anything. Pay days would be on a basis of every 2 weeks. Of course, a 
arrangement would have to be made to provide for giving him paid vacations 
Do you see anything in this which would be contrary to any wage and how 
regulations?” 

(4) Announcer-salesman in market of 64,000 in Midwest : 

“T have employed an announcer for nighttime duties—his trick—about # 
hours per week on a 6-day basis (some of the hours are daytime on Sundays 
and Saturday is a ful! day off). He is not on salary—he receives $1.30 ner hou 
and time and one-half that rate for hours in excess of 40. He has been informet 
that his monthly gross earnings will approximate $350, with the understanding 
that his outside sales activities—during daytime hours—are also to be cot 
sidered compensated up to the first $500 billings per month with a commissi@ 
of 15 percent on billings in excess of that amount. He has been told that his 
assigned workweek in announcing and the number of hours we anticipate le 
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will spend in sales during a workweek will approximate 55 and—it is with that 
anticipated computation that we arrive at the $350 gross monthly earnings— 
which amount itself we explain is not to be construed as a salary and is merely 
furnished him in order that he may have some idea of what his initial gross 
earnings should approximate. 

“He is perfectly happy and delighted with the arrangement and is a fine 
young gentleman of integrity, etc. He, of course, has been further informed that 
if he should, in fact, work hours in excess of the predicted 55 per week that he 
must turn them in in order that additional compensation will be forthcoming. 
If he worked 55 hours a week in the anticipated manner his monthly gross earn- 
ings will check out at $352.04.” 

(5) Exempt status of a program director in market of 80,000 in the Midwest: 

“Employee A is our program director. Under our present signoff, he spends 
about 28 hours a week on the air and an additional 124% hours a week on his 
other duties. Now, during our latest summertime signoff, his air hours would 
increase to 4134, with his other-duty hours remaining at 12%. 

“Incidentally, this employee earns money above his $103-per-week salary, from 
station-sponsored teen dances. 

“Questions : Do you see a way this employee may be exempt and can we arrange 
with him (if he cannot be exempt) to avoid the heavy summertime overtime? 

“For your information, employee A has certain administrative authority; viz, 
right to recommend hiring and firing, to arrange announcer schedules. He is in 
charge of our popular-music survey and handles the attendant promotional 
effort of the station.” 

(6) Exempt status of a chief engineer in market of 25,000 in Northeast: 

“We have just finished a 3-day inspection by the Wage and Hour Division of 
the U.S. Department of Labor. 

“Several of our employees have been termed executives by me, but the Wage 
and Hour Board feels they do not fill one requirement. They qualify as execu- 
tives by earning more than $55 per week, and they do not perform nonexempt 
work in excess of 20 percent, but they are claiming that our chief engineer does 
not regularly direct the work of two or more other engineers. Their reasoning is 
based on the fact that this ruling means two employees at the same time. Our 
chief engineer (during the years in question) did not work as a transmitter 
engineer, and he did not manage a department made up of three transmitter 
engineers. It is true, however, that in a normal day one engineer worked from 
5:30 a.m. to 2:30 p.m. and the second man came to work from 2:30 to 11:30. The 
third man worked on the days off. It appears that our chief engineer did not 
supervise two employees together, but since his shift straddled both people, it 
would seem to me that he did supervise the work of two engineers. 

“Please let me know how you interpret this regulation, and if there have been 
any cases where a chief engineer worked a shift like ours did, supervising two 
engineers and was, therefore, exempt under wage and hour. 

“We are also running into some difficulties proving that our program director 
Was an executive. Under the original setup he averaged about 1 hour per day 
on the air. We feel this is normal in most stations, and feel that perhaps we 
were justified in not paying our program director on the straight time and one- 
half for all hours over 40.” 

(7) Status of engineer-salesman in market of 53,000 in Midwest : 

“We have an engineer on our staff who does sales work on the side for which 
he draws commissions on time sales made for the station. This sales work is 
done on time not on his regular work shift as an engineer. The Wage and Hour 
Inspector contends that it will be necessary for us to add his commissions to his 
base pay for 40 hours and overtime figured on this new base. We have paid the 
engineer time and a half for all hours over 40 worked as an engineer so there 
is no question of nonpayment of overtime. The inspector informs us that it will 
be necessary for us to go back as far as 4 years on this refiguring. 

“We would appreciate your comments on the validity of the above claims of 
be | lg and Hour Division and any additional information that may be 

elpful.” 

(8) Announcer salesman in market of 169,000 in Midwest : 

“At * * * we have two full-time salesmen and two announcer-salesmen 
combinations. The full-time salesmen receive their 15 percent. The two com- 
bination salesmen-announcers are on the air 24 hours per week and are paid 
$60 for their air work and 15 percent commission on all business sold. One of 
the combination salesman-announcers is new and I give him a weekly draw of 
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$25 against commissions earned. Thus far he isin the red. The other combina. 
tion salesman-announcer is paid his $60 salary for his air work but has no dray 
against commissions. He is paid his commission monthly on all collectej 
accounts. The two combination announcer-salesmen work no more than 50 hour 
each week. What arrangement can I make that would be acceptable and no 
cost me any more than the current setup? Also, if the combination announeer. 
salesman works less than 8 hours weekly on the air, does this make hin 
exempt?” 

(9) Status of an announcer-salesman in market of 42,000 in South: 

“IT am plagued with a problem under the wage and hours department of the 
U.S. Government. I have a man working for me who works on a straight salary 
but who has been doing a little selling on the side, for which I paid him 4 
commission. 

“The wage and hour inspector tells me that I will have to divide the total num. 
ber of hours worked during the month into the amount of the commission, ani 
take half of this and multiply it by the hours over 40 hours a week that the ma 
worked. 

“Can you give me some advice on this matter 

(10) Exempt status of an announcer-salesman in market of 80,000 in the 
Midwest : 

“Employee B is an announcer-salesman. We realize there is clarification m 
this point being sought currently by NAB, but it is possible your comment con 
cerning existing practice will help. This man does airwork 21 hours a week 
How many hours he spends on sales is up to him, since he is paid a commission @ 
his sales against a draw which is prorated to take his airwork into account 
However, it is possible that in addition to his air hours, he spends 35 hours @ 
sales. 

“Questions : How is this man to be paid under wage-hour? We have your Jan 
ary 1957 memo on ‘Overtime Compensation for Announcer-Salesmen’, but I an 
not sure this is all that can be said. For example, couldn’t a man be paid & 
though he were two different individuals—one, an announcer, paid at an estab 
lished hourly rate with overtime as required—and the other, a salesman, paid @ 
commission ?” 

(11) Status of salesman-weatherman in market of 19,000 in the Midwest: 

“We would appreciate any information you have as to how we could employ? 
person to do selling work on a commission basis and to do a newscast and weathe 
forecast on a talent basis. Would it be possible to pay so much per program fe 
talent and still not get in trouble with the wage-hour regulations?” 

(12) Exempt work in market of 8,000 in the north central area: 

“Also at several stations I pay my sales manager and program director at leas 
$125 a week. They sell, direct operations, write some copy, and a little announe 
ing; including sportscasting. 

“From what I can learn they are exempt because of their earnings and positin 
although I am sure on some weeks at least 50 percent of the work is on Cop, 
typing a log or board work. What can you offer on this? Am I in the clear? 

“Another salesman—a comanager—is paid $100 a week. He gets a commissi@l 
over a certain figure. He also does play by play sports and a limited board shift 
of an hour or so a day. Am I paying him enough to comply with the wage-how 
law ?” 

(13) Exempt status of news editor in market of 16,000 in Northeast : 

“* * * is contemplating hiring a special news editor. His scheduled annoult 
ing shift will not amount to more than 8 hours per week. He will be responsible 
for local news, rewriting national news, and covering special events. 

“He will be called on for announcing work in addition to the 8 hours only in# 
emergency. He will pretty much be his own boss, receiving $75 a week, I @ 
interested in learning if he will be an exempt employee under the heading of prt 
fessional personnal as set forth in the wage-hour previsions applied to radii 
under employee-employer relations issued by NAB in the issue of February 6 

(14) Variable hours for a performer handling regular announcing, news, 
sports in market of 146,000 in the Midwest : 

“* * * is the official daytime dj on this station. His show, ‘The * a 
Show’, is heard 6:35-9:30 a.m., Monday through Friday; 3:45-5:45 p.m. Mt 
day through Friday : 1:30-5:30 p.m, Saturdays. Outside of these shows his only 
other assignments are the ‘* * * News and Sports Show’ 5:45-6 p.m. Mond 
through Friday and any play-by-play sports features carried by the station. His 
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present schedule does not call for any straight announcing work outside of these 
shows mentioned.” 

(15) Exempt status of chief engineer in market of less than 10,000 in South- 
west : 

“We need immediate advice regarding a violation of wage-hour law that we are 
charged with. We began operation in 1948, employing a young man as our only 
engineer. At his suggestion we agreed to a salary of $85 per week regardless 
of hours required. We proceed on theory he was professional worker and in 
complete Charge of management of tower where 70 percent of our investment is 
located. We gave him the right to employ a substitute or assistant provided 
he paid that from his own wage. He is and has been completely happy and 
satisfied. The charge against us was brought by another party and the engineer 
had no part in it.” 

(16) Announcer-salesman in market of 11,000 in Southeast : 

“As I have stated before this person works approximately 28 hours of straight 
announcing and the remainder of his workweek is devoted to selling. He puts 
in approximately 51 hours. His straight pay is $75.00 per week plus 15 percent 
commission on all sales. His compensation enables him to draw over $100 
weekly. Since this isa fairly good salary I wonder what it would take to satisfy 
the wage and hour people if they were to examine the records. 

“Last month his commission amounted to $113 and this month it will amount 
to approximately $175. This is in addition to the $75 he draws weekly. What 
can the wage and hour people do with a man making that kind of money since 
itis far above the minimum hourly requirement?” 

(17) Hours and exempt status of newsman in market of 15,000 in Midwest: 

“The other man who is working 54 hours per week is our news representative. 
He doesn’t do any air work. He gathers and edits the news that goes on the air 
6:30 in the morning and at 7:15 in the morning, and spends the remainder of the 
day checking news and covering various events such as club luncheons, etc, as 
well as night meetings when necessary. I find that he too has been turning ina 
flat time schedule of weekly hours without indicating his exact hours. He too 
was instructed to turn in a time card based on the hours performed with the 
understanding that he was to take off from 12 to 2 p.m. which would involve 9 
hours work per day, 6 days per week. 

“What would I have to do to place him on a fixed weekly wage that would 
permit him to cover the events necessary ?” 

(18) Counting hours and exempt status for a chief engineer in market of 
28,000 in Midwest : 

“My question is whether or not they can be exempted as professional em- 
ployees. 

“They both make in excess of $100 per week. In both cases we would be 
helpless without their professional knowledge of the technicalities of radio 
broadcasting equipment and their knowledge and interpretation of the FCC rules 
and standards. 

“Their workweek is about as irregular as anybody’s could get, in that some 
weeks there is very little to do, and in other weeks a breakdown, a new installa- 
tion of some sort, the necessity of taking measurements, etc., gives them a pretty 
big load.” 

(19) Announcer-salesman in market of 45,000 in Southwest : 

“The situation is this: I have an announcer who works 37 hours weekly 
‘on the board.’ He wishes to sell in his spare time and I’m concerned as to 
how I should pay him. Should I pay him on a regular salary basis, by com- 
Mission and salary or can I pay him at all. I’ve read and reread the instruc- 
tions from the wage and hour folks and am totally confused now. I pay him an 
hourly wage for his ‘on the board’ work and need to know how to set up a 
sales payment if I can at all.” 

(20) Announcer-salesman in market of 57,000 in Southwest : 

“At one time, I believe I understood that combination announcers and sales- 
men could work on sales on a commission basis provided they got time and a 
half for overtime; that is 15 percent for overtime and 10 percent for normal 
time sales, and I believe I understood you to say in * * * that if a salesman 
worked part time as an announcer he would not be exempt from the wage hour 
law. Specifically—could I have a salesman who works 6 days a week, 3 hours 
per day on the air for a total of 18 hours and pay him a dollar an hour for this 
or a total of $18, and pay him $82 a week straight salary to work the balance 
of time on sales? Thus he would earn a total of $100 a week, and in addition he 
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would receive some type of bonus or commission depending on our profit fo 
the year. 

“Let me know if this could be handled in this manner, and how we should kee 
records on it.” 

(21) Status of stringers in market of 127,000 in Southeast: 

“We use about 25 stringers. We have no contract with them; they are fre 
to accept or not accept the assignments that we suggest they cover. We furnish 
them with all the film they use, pay them 10 cents a mile plus 50 cents a foot. 
Our minimum story will run about thirty seconds—some eighteen feet—which, 
of course, gives the stringer $9. Occasionally, a 45-second story—twenty-seve, 
feet—will be used, which averages out some $13.50. We look on them as inde 
pendent agents. We don’t supervise their hours in any way; and, of course, 4 
I mentioned previously, they are free to do as they like or even accept other work 
if they wish.” 

(22) Exempt status of two newsmen in market of 493,000 in Midwest : 

“Here at * * * we now have a news department made up of men that ar 
journalism graduates and fully experienced in journalism. They prepare thei 
own news from our news sources and do a straight newscasting job. 

“We have never considered that these men come under wage and how 
jurisdiction as they are earning well over $200 per month, however, the othe 
day in rechecking our employee conditions the question was raised by our attor. 
ney as to whether these men should not come under wage and hour classification 
and be limited to 40 hours of work per week and if they worked in excess of 
40 hours they would be entitled to overtime. As it is they are working about 4 
hours per week and we have considered them in the professional classification 
and theoretically have not considered them as coming under the Wage ani 
Hour Act.” 

(23) Exempt status of a newsman in market of 36,000 in Southeast : 

“As usual in a small station, our news director devotes his full time t 
reporting, writing, editing, and broadcasting the news. He voices three lb 
minute newscasts and two 5-minute newscasts daily. He is directly in charg 
of the night news editor and supervises his work, and has no other duties # 
the station other than news. 

“His base pay is $58.80 plus talent with a guarantee of $75 weekly. Accordint 


to my interpretation of your previous releases this makes the employee exempf 


from the wage-hour law. 

“However, we are now unable to find your pamphlet ‘Wage and Hour Lay 
Applied to Radio Broadcasting.’ Will you send us another copy and sot 
interpretation instant case?” 

(24) Announcer-salesman in market of 14,000 in Northeast: 

“Some years ago we hired an announcer to do staff work and sports. Becaur 
of the fluctuating hours involved we applied the ‘Fixed Salary for a Fluctuating 
Work Week.’ We discovered that this man could also sell. We broke him init 
the sales department very slowly. Little by little his hours devoted to sale 
increased, while his hours on the air decreased. Today he spends the majet 
portion of his time selling. However, he handles a 6-hour announcing shift 0 
Saturday, and does a lot of sporting events. Because of his sports activity h 
is still on a fluctuating workweek. We are still adhering to the fluctuatin 
workweek salary formula but also paying him a commission on sales.” 

(25) Exempt status of a salesman in market of 24,000 in Northwest: 

“First, on the matter of salesmen, I understand that actual announcing 0 
airwork for a sponsor, even though the salesman is handling the account, 
considered in his 20 percent nonexempt time. It is my understanding that th 
time spent in writing commercials is in his regular selling-exempt time. No 
how about the time spent in preparing a program for a sponsor or creati 
ideas for a sponsor? For instance, a salesman gets an idea of selling a spons 
a 15-minute program called ‘Free for All,’ which consists of reading small item 
for sale, or trade, getting a job, etc. After the program is sold, it of course take 
a little time every day in lining up the requests, working in the commercials, et 
Is the time preparing for the program exempt or non-exempt?” 

(26) Announcer-salesman in market of 48,000 on Pacific coast: 

“Operating a nonunion station in an outlying market, I’m bumping into somt 
problems with which I have never before had to concern myself. One is thi 
of an announcer-salesman who is paid a salary for his announcing and a com 





mission for his selling. We have two such men, one working 25 hours per well 
on the air, over a period of 6 days, for $400 per month; and another working 
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hours per week on the air, over a period of 6 days for the same above. In addi- 
tion to this each is compensated for his sales on the basis of 50 percent commis- 
sion. Obviously, both work more than 40 hours per week on their combined 
duties. How can we handle this to comply with the wage-hour law?’ 

(27) Out of stretch work in market of 8,000 in Southeast : 

“T have now sold a local newscast and have a talent fee of $2 for each daily 
broadcast that goes to this same employee referred to in our letter to you of 
November 17, * * * I believe I interpret your letter and your EERD publication 
‘Wage Hour Provisions Applied to Radio’ as follows: That the talent fee is not 
added to establish a base hourly rate but that time worked by the employee must 
be included as a part of the total hours worked by the employee, when those 
hours worked (with talent fees) are out-of-stretch. This I have been doing on 
the sports program I referred to in our letter in November. * * * But I now face 
this problem on the newscasts. 

“The program is broadcast by this employee during his regular stretch, except 
on 1 day per week, the employee's day off. But he is turning in 3% hours per 
day which he says is spent outside of the station gathering news for this local 
program. My interpretation is that he can legally do this and claim payment, 
so long as the extra hours outside are authorized. Our secretary-treasurer 
says he interprets the EERD publication to mean that the $2 per day covers any 
work the employee may care to do in gathering the news, and that the station is 
liable for only the hours he spends in actually broadcasting the program.” 

(28) Exempt status of an announcer-farm director-newsman in market of 
15,000 in Midwest : 

“The one making $93.94 per week works 2 hours on the air in the early morn- 
ing and 15 minutes at noon. The balance of his time is spent acting as farm 
director, visiting farm demonstrations and homemakers meetings, etc., making 
tapes for use on our farm programs. In addition, during his schedule, he does 
some solicitation for advertising. In connection with his farm reporting he 
attends several night meetings per month. This boy is lacking in education but 
is doing a good job for us. Now I find out that he has been filling out his time 
card not on the basis of the actual hours that he works, but on a fixed pattern 
which we thought we had explained to him was a sample. He was instructed 
that his work week would consist of 54 hours which would give him some time 
off after his noon broadcast, but that he was to report the actual number of 
hours that he worked. 

“Is it possible to pay this boy on a fixed weekly basis which would permit him 
to perform his duties without benefit of the timecard?” 

(29) A method of overtime pay in market of 7,000 in Southwest : 

“T have a question to ask concerning the method of keeping timesheets for 
employees on a daytime station. I have heard of this being worked, and am won- 
dering if it will pass the wage and hour men: 

“Example: Joe Blow comes to work as an announcer. I know that be has got 
to make $70 per week to live on, so whether he works shorter hours in the 
winter and perhaps longer hours in the summer, I still want him to get $70 per 
week, Here is how I “might” figure it (or have heard of it being done) 
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“Then I would give him a bonus of $15 to make him his full $70. If he worked 
44 hours, his bonus would be more: if he worked 55 hours, his bonus less. 
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“Understand we have not been doing this, but I did talk to a man about} 
years ago who was doing this. As I recall he said he had talked to a wage ang 
hour man and the WH man said they would have to approve it. Do you hay 
any information as to whether this would pass them now? It is the simpleg 
plan I have heard of.” 

(30) Counting hours and exempt status of a photographer in market of 20,0H 
in Southeast: 

“We have in our employ what we call a ‘photographer-art director. We up 
this man at all hours of the day and night in going out on photo assignments 
In between his photo assignments, we use him in the art department. We fini 
it very difficult to set up any hourly basis for him and quite naturally he is sub 
ject to a lot of overtime payments. 

“Would he be covered, and would we be covered, by applying the fixed salar 
for a fluctuating workweek on his job?’ 

(31) Announcer-sports-salesman in market of 95,000 in Mountain States: 

“As death and taxes are inevitable to all men, so it comes that it is our tum 
with the wage and hour boys. I would like your suggestions as to whethe 
there is any way around a preliminary finding by an investigator. 

“Here are the facts: We had a staff announcer who was also called the sport 
director because he called football and basketball games. We have recently 
been pretty unsuccessful at selling sports events at a gross price which woul 
pay to carry remote broadcasts, so had practically gone out of that field of broad. 
casting. Last season this man persuaded our former manager to set up a dei 
for out of town sports events based on the following verbal agreement : 

“1. Employee was to be paid travel expenses. 

“2. Employee was to be paid $10 talent fee for calling the game. 

“3. Employee was to obtain patrons and sponsors for the broadcast vis 
telephone calling during his regular stretch hours and was told that if: 
certain gross revenue could be obtained the game would be scheduled. 

“The employee, again under agreement, was to be paid 15 percent of the gros 
charges obtained. 

“In other words, on each game, prior to the game, there was a known sumo 
money consisting of talent plus percentage of revenue available for the coverage 
of the game. In all instances, the total allocated was in excess of overtime 
rate for hours over 40 involved.” 

(32) Announcer-salesman in market of 99,000 in Southeast: 

“We have an employee who prior to January 1, 1947, devoted full time to th 
program department as program director. After that date, he was transferré 
to the sales department as an outside salesman. However, since he was weél 
known: as a microphone personality through his air work over a period of years 
it was of considerable value to him as a commissioned salesman and, in tum 
to the station that he continue to do some announcing. Accordingly, he ha 
been on a schedule of approximately 25 hours per week announcing. For thi 
he is paid $1.30 an hour. 

“This employee is paid each week a gross of 860. The difference betwee 
his hourly earnings as an announcer and the $60 is treated as a drawing account 
Once monthly he is paid the remainder of his commissions which are based @ 
collections on the accounts which he sells and services. His total monthly ear 
ings run about $350. 

“On an inspection by the wages and hour people, we were advised that om 
method of compensation is contrary to the regulations. At the same time, 
WH people are very anxious to have us work the matter out in a practi¢l 
manner. We do not wish to take this employee off the air, and we would 
reluctant to reduce the hours weekly that he is heard as an announcer, We 
not wish to increase the total weekly payment as we feel that the principal 
advantage of the commission system, as it affects both employee and emnloyel. 
is for the employee to receive a substantial portion of his commission earning 
in one check each month. We do not feel that it is too practical to keepa r 
of the hours the employee works as a salesman although an arbitrary figure 
can be assumed, if necessary. It is sometimes difficult to differentiate betwetl 
social activities and sales work in our business, as you know.” 

(33) Salesmen-announcers in market of 160,000 in Southeast: 

“Mr. A is a full-time salesman. He has been with the station a little ove 
a year, starting on salary and then moving up to a liberal commission plat 
He currently is compensated on a basis of 25 percent commission. on station tim 
and 10 percent of talent sold, and is doing very well. He previously did both 
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selling and announcing at another station several years ago and desired to keep 
‘his finger in the announcing end’ and also to help out in tight periods he re- 
quested the opportunity of doing some announcing in certain periods, the dinner 
hour on occasions, and on weekends in some periods. For this work, he is com- 
pensated at the rate of $1.25 per hour, and is on a purely per hour rate. He 
averages about 28 hours weekly on the air, or on weekend standby. 

“Mr. B is an announcer, a personality man, working only the night shift, where 
he is the feature personality on his disc show. His hours average 35-36 hours 
weekly. His base salary is $70 weekly, and he gets a talent fee premium on 
each spot that goes within his show. Recently, desiring to seek additional 
sponsors in his own show, he requested permission to do some selling during the 
week during the day hours; not full time, and not every day. On business he 
sells in this connection, he is paid at the rate of 25 percent commission on station 
time, deleting the 10 percent on talent since he is the talent man himself. 

“IT hope I have provided enough basic information in these two instances to 
enable you to see this, and provide me a formula for this combination that will 
enable me to operate with my present number of people, and at the same time, 
bein line with wage and hour requirements.” 

(34) Announcer-salesman in market of 33,000 in the Midwest: 

“In regard to the announcer-salesman letter I wrote previously and vou an- 
swered on February 8, I would like to explore the problem further with the ide 
of creating an exempt status. 

“The announcer in question works a regular 40-hour week. However, during 
his shift, he edits, prepares, and broadcasts four news programs of which three 
are 15 minutes in duration. In addition he works 3 hours each afternoon (over 
and above the announcing duty) mostly servicing accounts for the regular sales- 
men but he does do some selling. For this he is paid $400 a month. The three 
regular salesmen receive a $400 a month base pay plus 144 percent of the total 
gross sales. Can we give him the title of assistant news director or chief 
announcer and create an exempt status? Would it help if his air duties were 
reduced to 35 hours instead of 40? 

“T hope this information has given you something on which to base a concrete 
solution to the problem. I want to take this opportunity to thank you for your 
patience on this matter. I want to do what is right but can’t afford to go any 
further on salary at this time.” 

(35) Exempt status of a chief engineer in market of 48,000 in South: 

“We went through the wringer some months back with a wage-hour inspector. 
One of his complaints was that our chief engineer, who was paid $110 a week, 
was working the transmitter 42 hours per week, and that amount of time repre- 
sented well over 20 percent. He handed me an overtime bill amounting to 
nearly $300, which our chief engineer refused to accept: however, it then be- 
came necessary to figure an hourly rate, based on his salary of $110 a week. 

“In reading your bulletin, on page 2. section 5, you advise that in some cases 
even more than 50 percent nonexempt work may be permitted, depending on 
other facts in the situation, Our chief engineer has complete charge of the tech- 
nical end of the business. He hires and fires, makes normal purchases, and 
works at the transmitter by personal choice, and yet, the wage-hour man says 
that the 20 percent rule does apply, and he must be placed on an hourly rate. 

_ _If you have any way of clarifying this particular situation for us, we will 
indeed be grateful.” 

P ae An announcer-salesman and newsman-salesman in market of 68,000 in 
south : 

“On page 8 of the confidential radio newsletter dated June 16, the problem of 
paying announcers and other staff members for sales made after working tricks 
was discussed. 

“Frankly, we have been paying any member of the staff, who wanted to try 
his hand at selling, a straight 15 percent commission on any sale. Our news- 
man and several of the announcers have used this means to help us and 
themselves, 

“Frankly, we have not tried to keep track on the time they put in on outside 
selling, as they either do it or don’t do it as the notion strikes them. Sometimes 
they will get someone else to take part of their trick to close a deal or follow a 
hot tip, but usually it is done after their regular schedule, which in some cases 
has been rearranged and shortened to give them time to sell. 

“What is the dope. Are we going to jail?” 








1220 MINIMUM WAGE-HOUR LEGISLATION 


(37) Announcer-salesman and engineer-announcer-salesman in market of 
40,000 in Southeast : 

“We of course have always paid our announcers and engineers time and a half 
for over 40 hours each week, but like many other stations I find that we ar 
violating the act with two other employees. To conform to the act will result iy 
these two employees losing some of their income. 

“One is my chief announcer-salesman. He has the authority to hire and fir 
announcers but he works about 15 hours per week as an announcer for whic 
he is paid $45 per week. He receives 15 percent commission on sales which nets 
him about $100 a week exclusive of the $45. If I stop him from working the } 
hours I would have to drop the $45 per week which would make him very 
unhappy. 

“T have a combination engineer-announcer who works a 40-hour week in that 
capacity. He has a 1 hour program called the Classified Page of the Air in which 
he sells spots on it doing most of it by phone. It takes about 2 hours per day 
of his time. He does not announce this program all the time just when it is 
his regular morning shift. He derives about $45 per month from this program 
at 15 percent of sales. 

“Ts there any way of handling this situation so we will be within the law. T 
follow the law will deprive both of them some income. I would appreciate 
hearing from you regarding this matter.” 

(38) Announcer-salesman in market of 23,000 in the South: 

“Our particular problem was the fact that we did not take into consideration 
the amount of commission which we paid to these employees. We are still ata 
loss as to just how this matter can be solved. We fell that it is most unfair to 


the employee as well as the employer to have to take an incentive which they are} 


given and figure it in their base pay. This you will readily see, and as you pointed 


out in your June release, entails an enormous amount of bookkeeping and make > 
> annour 


it impossible for the station to pay an incentive for sales because it affects the 
salary structure which makes for a double cost to the station. 

“IT would greatly appreciate your forwarding me any information concerning 
this matter or any system that we might use to continue to pay our salesmen 4 
commission plus a salary and yet not be plagued with the enormous amount of 
redtape involved.” 

(39) Announcer-salesman in market of less than 10,000 in Southwest: 

“The main concern I have now is the future hiring of announcer-salesmen. 
I had, in fact, made arrangements with one of my announcers to sell on his own 
time on a strictly commission basis. I told him at the time that he could have 
15 percent commission of all accounts that were collected. This was before being 
investigated by the Wage-Hour people and since that time I find out I cannot 
pay him in this manner. I noticed your pamphlet on announcer-salesmen and 
the recent ruling you got from the Labor Department in which you suggested 
that we contact you for specific practices on paying announcer-salesmen. 

“Let me give you some information on our salary setup so that perhaps you 
can give us a better answer. On January 1, one of our men was changed froma 
salary-commission basis to a straight commission. Since this is rather a small 
market and there is quite a bit of legwork involved, we gave him 20 percent o 
all his sales. Out of this 20 percent he pays all his own expenses, including tele 
phone calls, automobile, etc. One of our other salesmen is on a straight salary 
basis. He is responsible for only a 2-hour program weekly which he sells anf 
produces and probably could not be used for any basis of salary pattern. 

“Previous to * * * all our salesmen had been on a salary plus 5 percent com 
mission basis. Here’s what I'd like to do. I would like to compensate announcer 
salesmen on a straight salary basis plus overtime, of course, for their announcing 
duties and pay them for their sales on a commission basis. The 10 percent it 
stretch and time and one-half or 15 percent out of stretch arrangement would 
be OK with me.” 

(40) Regular rate for announcers in market of less than 10,000 in Southeast: 

“What is the definition of fees? In asking that question I would like to give 
the following example : We are paying one of our announcers a base salary of $70 
per week. He also receives 50 cents per spot per week for the commercials @ 
his show. The number of commercials varies from week to week. If he works 
44 hours per week he receives $70 as his base pay, plus one-half time for the 
4 hours over 40 at the rate of 44 hours divided into $70, or $1.59 per hou. 
One-half of the $1.59 per hour for 4 hours is $3.20 which is his overtime pay 
ment for the 4 extra hours worked. If he has 6 sponsors on his ‘fee’ progral, 
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be would receive an additional $3, making a total of $76 ($70 base pay, plus 
$3.20 for overtime, plus $3 for talent fee). 

“He gets half time for any hours worked between 40 and 48, time being figured 
by dividing the number of hours worked into his base pay of $70. 

“He gets time and a half for any hours worked over 48, time being figured by 
dividing 48 into the base pay, $70. 

“His talent fee is not included with his base pay in figuring the hourly rate. 
Are we right in considering the 50 cents per spot as a talent fee? Are we correct 
in not including this amount when figuring the hourly rate? This is not a fixed, 
flat fee for doing the program. The more sponsors, the more the man is paid. If 
there were no sponsors, there would be no talent fee paid for doing the show. 

“Also, Mr. Tower, if you have been able to wade through the above and come 
to some conclusion, I would like to present another local problem? 

“We have been paying our sports announcer a fixed fee of $25 per week for 
producing, announcing, ete., a Sunday afternoon sports show. During football 
season he recorded night games on Friday and replayed them on Sunday after- 
noon. During basketball season he recorded games of either Tuesday or Friday 
nights and replayed on Sunday afternoon. At present he is recording baseball 
on Tuesday afternoons for playback Sunday. This fee of $25 is all that is paid 
him for the program. The recording is made during his off hours from the sta- 
tion and he usually logs from 40 to 48 hours as combination engineer and an- 
nouncer. Is he entitled to overtime payment for the hours spent in recording 
the games? Should the $25 fee be added to his base pay when computing the 
hourly rate? And, as in the case cited on page 1, is it permissible to figure 
overtime on the basis of the man receiving base pay for 40 hours or less, half 
time for hours between 40 and 48, and time and a half for any hours over 48?” 

(41) Training an announcer-salesman in market of 57,000 in Southwest : 

“We made an arrangement with one of our announcers to do most of his 


‘announcing work at night and to enter on a training program in sales in order 


to eventually work up to a point where his commissions would permit him to 
drop his announcing entirely and hence begin to make more money. We put him 
on a $75 a week draw on sales and he continued to work approximately 15 hours 
per week as an announcer. The combination of the $75 a week draw and his 15 
hours a week at his regular $1.87144 an hour as an announcer kept him at his 
previous level of income as a full-time announcer. 

“Apparently under the 20-percent provisions of the wages and hours law, 
we were in violation for not keeping him classified as an announcer and con- 
tinuing to pay him on an hourly basis. I argued with the wages and hours man 
that the intention in this case was to allow an employee to better himself without 
lowering his income while in a training period to pick up the necessary experi- 
ence and background to be a fulltime commission salesman and therefore exempt 
as to hours. 

“After considerable hassling, I laid the case back in his lap with the humble 
request that it be referred to the regional office for further study under the con- 
tention that: (1) We were honestly trying to help an employee improve his 
financial situation at his request; (2) that it was a situation that grew out of a 
training program which was a practice we felt should be allowed in station opera- 
tions such as ours; (3) that we had made a mistake in the classification of our 
employee and should have kept him on a basis of hours worked rather than 
putting him over in the classification as a salesman and paying him on a draw 
basis; (4) we did not feel under the circumstances that we should be required 
to pay the back wages and that relief should be given our station in an honest 
attempt to help an employee better his situation at his request.” 

(42) Counting hours of a chief engineer and a program director in market of 
12,000 in the North Central area : 

“Another issue at question is in the case of the man we have as chief engineer, 
he is a young man and hasn’t had past experience as chief. We pay him $60 a 
week, at present, as a fixed salary for the job. He works about 30 hours a week 
as transmitter engineer, and has no other obligations as to hours except for 
maintenance and in an emergency when trouble develops. In the event he ac- 
tually works a transmitter shift he is paid at what his hourly rate would be, 
Plus overtime if he works over 40 hours. It was my understanding that in the 
case of a job like this that you could set a guaranteed salary, such as $60 a 
week in order to assure the man of a regular steady rate of income. The in- 
Spector contends that he must be on hourly at time and a half for over 40 hours. 
It is next to impossible to set up a rate to agree with this that will not force us 
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to cut his pay way down on some weeks, with considerable overtime others, this fthat oft 
of course works a hardship on the employee as he wants to know what his weekly pperatic 
income will be. more I 
“Another case is my program director. His rate was $70 a week, is now $7 — “Thus 
He has a job to perform and if it takes him only 4 hours he is free to leaye fictually 
if he wants to work late at night so he can be off the following day, it is OK Blse mig 
This same man does the play-by-play sports, and when he is out of town wef “By 0 
naturally don’t expect him to come in early the following day. It would be im faged 46 
possible to set this man up on a hourly rate; however, the inspector says wef (44) 
should. My God, how? “Coul 
“This pretty well covers my questions and I hope that you will be able to give feharact 
me some advice on this matter. You see, I am rather discouraged with the fand we 
whole matter, as I took over the management of the station about a year and fwho are 
a half ago, and it was in a bad shape then, through very hard work and mu¢h Maytime 
time devoted by myself, the station came from out of the red for the first year fthe bala 
since it started, and made a little over $1,200 last year. I realize this is not fare gua! 
much, but I am quite proud of it and now the Government comes along and sayy ponce a © 
I owe back pay, etc., and wants to force me to set up everyone on some form excess 0 
or other of hourly rate that would be impossible unless either the employee wf (45) 
the station takes a beating. We have never had a bit of trouble with the emf “Firs' 
ployees and as is necessary in a small operation we have to work close together of his r 


and keep each other contended.” sportsca 
(43) The varying hours and exempt status of a chief engineer in market of game he 
51,000 in Northeast : orrect § 
“Our chief engineer for the past 5 years has been working a very loose ani— “Next 
flexible schedule. for the 
“Our verbal agreement, hitherto unquestioned, is: erular 
“(a) He is responsible for maintenance and operation of all the technic) 
equipment. 
“(b) He will serve as engineer at all remote broadcasts occurring at any 
time, Monday through Friday. hea 


“(c) He will supervise the work of two other full-time and one part-time 
engineer and will have the power to recommend hiring and firing of ef Market 
gineers. 

“(d) He will open the station Monday through Friday at 6:30 a.m. ani 
work a two-hour shift. 

“(e) He will be responsible for seeing that logs are properly kept and for 
any other routine reports of a technical nature. 

“He is a union man and as such receives the full benefits all other member 
of the union receive. 

“Up until June of this year, he did not turn in a time card. We felt, ané 
he agreed, that his was a basically supervisory and executive position and that 
therefore, no time card was required. 

“In June, however, management voluntarily initiated a system of time and one 
half for all holidays (nine) worked, in addition to 3 weeks paid vacation, ani 
at that point we requested him a fill out a weekly time card. He has done this 
since, albeit grudgingly. Each card shows 40 hours worked. 

“In practice, this is what has happened : 

“He would open the station each morning, as required. Market 

“From 8 :30 a.m. on, he virtually would be on his own. 

“Many days we would not hear from him after 8:30, for the entire day. 

“Other days he might make a trip to * * * (one-half hour away) to pick 
a tube or other spare or repair parts. These trips were made on the average 
of one a week. 

“Remote assignments, such as engineering the semimonthly meeting of the 
city council, certainly averaged less than two a week. 

“Working the morning shift totals 10 hours a week. A buying trip to * ** 
is another 2 hours. Figuring very generously, two remote broadcasts weekly 
would total 6 hours. 

“This is 18 hours for specific assignments, leaving 22 hours for maintenanee 
and other supervisory duties. Radio station equipment does not break dow! 
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this that often that an average of more than 22 hours a week is required to keep it 
eklyfperational. Actually, 10 hours a week for repairs and maintenance would be 
more realistic figure. 
$%,— “Thus if we add the realistic 10 hours to the 18, we get a total of 28 hours 
ave, actually worked, leaving 12 hours weekly for the occasional reports or whatever 
OK, Plse might occur. 
1 wef “By no stretch of the imagination, can we see his work week as having aver- 
. im faged 46 hours for the past 2 years.” 
; wef (44) Announcer-salesman in market of 8,000 in Midwest : 
“Could you help us out on a problem that requires immediate action? A 
give character from the Federal Wage and Hour office is going to call on us in 2 weeks 
the and we are somewhat at a loss as to how to show hourly rates for two employees 
and fvho are announcer-salesmen. Because of our fluctuating hours due to being a 
juch Mlaytime station their actual air hours are between 20 and 25 hours a week and 
year #the balance of their time up to 40 hours is devoted to selling. Both employees 
not fare guaranteed a certain salary and in addition are paid 15 percent commission 
says fonce a month on all moneys collected from their accounts over, in other words, in 
Form pexcess of $300 per month.” 
e@f (45) Counting hours in market of 8,000 in Midwest : 
em} “First, is an employee subject to the wage and hour law'‘on work done outside 
ther fof his regular shift. This sounds like an old one to you but to be specific: My 
sportscaster is the one I’m thinking about: Can I pay him a set rate for say each 
at of feame he broadcasts? Right now I’m paying him $10 per game talent. Is this 
orrect and within the law? 
ani} “Next, my chief engineer is also my newsman. I pay him $10 per week extra 
for the gathering of local news. This, as in the other instance, is outside of his 
erular workload.” 























nical ExHIBIT B 
any AM radio stations on the air full year 1959 
time Number | Percent Number | Percent 
P ep — Market size (population) of sta- of sta- Market size (population) of sta- of sta- 
tions tions tions tions 
un ee itineck _— pos: sr 2 
500,000 or more... 164 5. 1 1} 28,000 to 50,000........2.-<:sc. 210 6.5 
1 for (000,000 to 2,500,000... .._.___ 120 3.7 10,000 to 25,000...............- 595 18.5 
000 to 1,000,000___.-----__- 275 8.5 || Less than 10,000...._..-...._- 95: 29.6 
50,000 to 500,000... __- | 300 9.3 | 
bert 920,000 to 250,000... 456 14.2 WOR cat Sc 3, 223 100.0 
000 to 100,000... - wawenestos | 148 4.6 || 














that Souree: NAB AM radio universe for 1960 Financial Survey. Excludes stations in Alaska, Hawaii, Puerto 
ico, and Guam but includes all other commercial stations in the United States on the air the full year 1959 

























1 one Exuisit C 

and 

> this TV stations on the air full year 1959 

Number | Percent Number | Percent 
Market size (population) of sta- of sta- Market size (population) of sta- of sta- 
tions tions tions tions 

, | 

apres Serer re em ow ower oe 

K UW Bveri,000,000.. 64 13.1 || 25,000 to 100,000. ......-.-.--- 75 15.3 

orage 9,000 to 1,000,000... ____- 73 | 14.9 || Less than 25,000_.-....-.---- 64 13.1 
000 to 500,000_ _ ___ Ee. 83 | 17.0 | 

the 00,000 to 250,000_.._._.__- re 130 | 26. 6 Wit ees 489 100.0 











. 4 


eekly 


Source: NAB TV universe for 1960 Financial Survey. Excludes stations in Alaska, Hawaii, Puerto Rico, 
d Guam but includes all other commercial stations in the United States on the air the full year 1959. 
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Exursit D 


Relationship of local time sales to total time sales in radio and television 
stations located in metropolitan and nonmetropolitan areas, 1958 

















[Percent] 

Local time sales as @ 
average percent of totg 
time sales in— 

Radio! Television ! 

Stations in— 
Metropolitan areas. ..--...--- iene cmneesed aucenass sane knake ake eres 55.3 FA] 
SUTIN EONS Soc ccna cccncesccecennccbesuscclivcsscceeunb weeded 83.6 4a) 











1 Federal Communications Commission, ‘‘Final AM-FM Broadcast Financial Data, 1958” (Sept. 2 


1959, release), table 16. 
2? Adopted from National Association of Broadeasters, ‘Financial Report, Television, 1959” (coverig 


1958 calendar year). 
ExHIBit E 











Distribution of the employment size of radio and television stations by marke 
size? 

Average Average 

radio television 

Market size 2? (population) station Station 
employment | employmat 

size 3 size! 

ee a cedcankunenw eset adpsavauonpesqsucsananens 7.0 2) 
littl t cc ctndeemencdneen dso cc cena s cécened ven asdbnagundsenssnet 8.7 2) 
EE Re a eae Se ae ey ny ee ee eee 10.5 A] 
CTE TT ee neeeermnentineshsGeheounemhinestaedeneoee nt 10.7 i 
Nee Lemon nncusdcccmncnnd habeceesnuddbeconasoned 15.7 Hi 
a, So on ne ap pnves sme ebnenee de iudinseamenenm 13.6 hi 
ND idinebticenandcdccceecdepe ss ccasye senor arenewrecsncqnacencsese 20.0 ni 
DD BO UO dé ccrcconcccecocs-edgndcon 29. 1 a 
Ge I a oil in deme cad petty ns nctln pa bach beegrensaceienenaamus 32.3 a 
Nationwide average ! 12.8 &! 














1 National Association of Broadcasters, ‘‘Wages, Hours and Employment, Radio, 1958’ (covering th 
fall of 1958); ‘‘ Wages, Hours and Employment, Television, 1958” (covering the fall of 1958). 

2 Based on standard metropolitan county areas and on population estimates, as of Jan. 1, 1957, in “Sas 
Management’s Annual Survey of Buying Power’”’ (May 1957). 
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3 Full-time employees only. 
ExuHrBit F 

Distribution of the revenue size of radio and television stations by market site’ 

Median radio] Median te 

Market size ? (population) station vision stati 

revenue size | revenuesit 
ee SRNR 5 ecbiens bn Se Fa adn wirsdid cnnic nt bnenenssqencscowsccensss $59, 300 

iis. inerdee em anond Sone edna eee Set neem sr hsedupgasene yon 08, 900 |......0s 

BE OP I 6 oper nscc en cows cen dnd nciecsees cen gmnsenecvesanseescenon 99, 500 
a 3 SE eee eee ee 114, 800 
SOP ONO SS oss tres cs casera tise co cease seccececcewec~nccow 142, 400 
yO ee ee ee ee a 182, 800 
eR le nl, sta etre atin beplion bt nnd 6 nub actkmeminnnr Aethenenhent 320, 500 
SEE RP 63k Gab batwesen sec adaanadcnegeccacedoeccbabb be -sabeceustebiaes 414, 600 
REE NEE TEL OLA RAT LD NT LAE 96, 200 











1 National Association of Broadcasters, ‘‘Radio Financial Report, 1959’’ (covering 1958 calendar yee! 
“Television Financial Report, 1959’’ (covering 1958 calendar year). 

2 Based on standard metropolitan county areas and on population estimates, as of Jan. 1, 1957, in “ 
Management’s Annual Survey of Buying Power’’ (May 1957). 
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Exuisit G. STATEMENT ON THE APPLICATION OF THE FAIR LABOR STANDARDS 
Act TO A NEWSPAPER TAKEN FROM OPINION BY CIRCUIT JUDGE PARKER IN 
SOHROEPFER, ET AL. v A. S. ABEL Co., 188 F. 2p 111, 114. 


Itis argued that what plaintiffs do is merely a part of the interstate gathering 
and distribution of news in which defendant is engaged ; that the process which 
pegins with the collection of news, admittedly an interstate activity, is not 
ended until the paper is placed in the hands of the customer or reader ; and that 
plaintiffs’ work is an integral part of the process. The fallacy of the argument 
consists in assuming that defendant is engaged in the sale of news. As a matter 
of fact it is engaged here in the sale of papers. It is news, of course, that 
makes the papers valuable; but it is the papers, not the news, that it is selling. 
If the sales of papers be regarded as the sale of news, it is news processed in 
the course of publication into an entirely new article of commerce. When 
papers are sold across State lines, interstate commerce is involved in such sale. 
When the news printed or the material used in the paper is transported across 
State lines interstate commerce is necessarily “affected” by anything that affects 
the publication and sale of papers. By no possible construction, however, can 
sale or transportation of papers within the State of their publication be said to 
be in itself interstate commerce. The publisher of a newspaper is a manufac- 
turer of the printed papers. News reports, paper stock, ink and everything else 
that goes into the making of the papers are raw materials that he uses in their 
manufacture; and these raw materials lose their identity and the interstate 
character which may have attended them when given this new form. A sausage 
manufacturer who sells his product intrastate would hardly be said to be engaged 
in interstate commerce with respect to such intrastate sales merely because he 
purchases the materials that go into the sausage in interstate commerce. Yet 
this would be just as sensible as to say that local sales of a newspaper are in 
interstate commerce because news is acquired for publication in the paper 
through an interstate service. 


Exuisit H. Letrer TO WILLIAM R. McComs, ADMINISTRATOR, WAGE AND Hour 
DIvIsIon, U.S. DEPARTMENT OF LABOR 


SEPTEMBER 20, 1954. 
Mr. Wrt1AmM R. McComps, 


Administrator, Wage and Hour and Public Contracts Diwision, 
US. Department of Labor, Washington, D.C. 


Deak Mr. McComs: In accordance with your suggestion at your meeting of 
Tuesday, September 7, I am setting forth in this letter the association’s position 
in regard to the announcer-salesman problem. 

As you know, the problem relates to the matter of working out an overtime 
formula for the compensation of announcers and others who sell station time out- 
side of their regular work stretch out that will comply with the requirements of 
the Wage-Hour Act and will at the same time accommodate the practical opera- 
tion necessities of broadcasting. The practice of permitting announcers and 
other staff employees to sell station time outside of their regular work stretch has 
been on the increase during the past 2 years. It is a practice which is particu- 
larly important for the small station and its employees. In many cases—perhaps 
in a majority of cases—the moving party in the establishment of the plan is 
the employee. For him it presents a way of increasing compensation. For the 





station it presents a way of letting employees make more money in relation to 
their ability to sell and in relation to the time and effort that they want to 
devote to the task. Naturally, the station benefits if the employee is able to 
sell successfully. 

Most broadcasters will permit this plan of operation only if the selling 
effort can be compensated entirely on an incentive basis. Most small stations 
use & commission formula with their salesmen. Long experience has proved 
this to be, for most stations, the most effective method of operation. Naturally, 
therefore, these stations want to use the same general type of arrangement with 
announcers or others who sell on a part-time basis. In fact, with these part-time 


}salesmen the use of a commission formula is perhaps even more important than 


With full-time salesmen. The job is often a trial or break-in experience for the 
individual involved. Neither he nor the station knows what success ‘he will 
have in selling station time. Moreover, the amount of time that one of these 
part-time salesmen will put in is, in most cases, left pretty much to his own dis- 
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cretion. The amount of time will vary substantially from week to week for ayy 
particular individual and it will also vary substantially among different peopk 
Generally, the station doesn’t really care how much time is put in, since th 
arrangement is often both occasional and flexible. 

Because of these factors, the use of a comtission formula is the only satistya 
tory method of repayment. The difficulty has arisen in reconciling the use of; 
commission on the out-of-stretch selling and the requirements of the Wage-How 
Act. The more commonly used formulas for computing overtime pay can 
followed, but they are cumbersome and complicated for the average small statin 
manager who uses the arrangement. I have known many instances where th 
broadcaster, on being advised of the elaborate method of computing overtin 
according to the customary formula, has thrown up his hands and told bi 
employees that he just can’t permit the selling because the bookkeeping is mu 
too confusing. 

The commission compensation formulas used by small stations are many ani 
varied. It is impossible to cite a particular situation as being typical. A} 
percent commission on local business is a formula which is probably more com 
mon than any other. However, there are commission arrangements varyii 
from 5 percent to 25 percent. Graduated commission formulas are used by som 
stations. It is not uncommon to find a station which uses different formuly 
with different salesmen. There are no rigid patterns. 

It is our view that this entire problem can be solved in a manner consistet 
with the Wage-Hour Act and the practical needs of broadcasters. The languag 
of section 7(f)(2) of the Wage Act provides the key to the solution. In thi 
section there is statutory recognition of the problems involved where an @ 
ployee performs two different kinds of work, carrying different rates, with 
the same workweek. Moreover, there is explicit reference in the law in thi 
particular section to piece tates. A commission method of payment in th 
sales field is analogous to a piece rate. The particular section of the acti 
question is described in the official overtime compensation bulletin in th 
following words: 

“The purpose of these provisions is to provide an exception from the requir 
ment of computing overtime pay at time and one-half the regular rate for hou 
worked after 40 in the workweek and to allow, under specified conditions, ! 
simpler method of computing overtime pay for employees paid on the basis¢ 
a piece rate, or at a variety of hourly rates or piece rates, or a combinatia 
thereof. This provision is not designed to exclude any group of employees frm 
the overtime benefits of the act. The intent of the provision is merely t 
simplify the method of computation while insuring the receipt by the affect 
employees of substantially the same amount of overtime compensation.” 

In solving the problem here involved, this general language is completé 
relevant. Specifically, we suggest that broadcasters be permitted to establish! 
rate of commission (in reality a piece rate) for those part-time salesmen. T 
commission rate established—let us say it might be 10 percent—will apply tod 
selling activity undertaken within the regular work stretch. When the @ 
ployee sells outside his regular work stretch, a rate of time and one-half th 
usual commission rate must be observed. If the regular rate of commissi@i 
10 percent, the overtime rate would be 15 percent. This approach to the matte 
would, in our view, satisfy all concerned. 

We understand that it will be necessary to count the selling hours for th 
nonexempt employees who sell on a part-time basis. We further recognize tb 
fact that a minimum rate of at least 75 cents an hour in stretch and time a 
one-half 75 cents an hour for work outside of stretch must be paid. 

In closing I would like to make one additional point. It is my view that th 
matter of a bona fide rate must be determined and interpreted regulations ¢ 
court decisions which would permit a definition of the term based upon what 
employees are paid for a particular type of work. As I read the law, # 
employer is free to set the rate for the job to be performed. He cannot, 
course, pay an individual employee one rate for work performed inside stret 
and a lower regular rate for the same work performed outside of stretch. 78 
clearly would be an invasion. Such a problem is not involved in our case. 

I know that you and your staff recognize the importance of this problem. ? 
is our earnest hope that you will find our proposal acceptable. If you 
further information, do not hesitate to call on me. 

Very truly yours, 
CHARLES H. TOWER, 
Manager of Employee-Employer Relatiom. 
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U.S. DEPARTMENT OF LABOR, 
WAGE AND Hour AND PusBLic ConTRACTS Divisions, 
Washington, D.C. 
Mr. CHARLES H. Tower, 
Manager of Employee-Employer Relations, National Association of Radio and 
Television Broadcasters, Washington, D.C, 

Deak Mr. Tower: Reference is made to your letter of September 20, 1954, 
suggesting the propriety of the application of section 7(f) (2) of the Fair Labor 
Standards Act to the following fact situation. 

Although radio stations do have personnel exclusively engaged in making 
sales of radio time, a practice has grown up of permitting announcers and other 
staff employees to sell station time outside of their regular work stretch. The 
amount of time spent in such selling activity by the announcer-salesmen is left 
to their discretion. The usual method of compensation for selling radio time 
ison a commission basis. Although the range of commission paid ranges from 
5 percent to 25 percent, the more common rate is 15 percent. Graduated com- 
nission formulas are used by some stations, and at times a station may use differ- 
ent formulas with different salesmen. 

It is your view that since commissions are in the nature of piece rates, and 
since the employees are performing two different kinds of work, there would be 
compliance with the act, if the announcer-salesmen and others employed in a 
similar dual capacity were to be compensated on a commission rate for non- 
overtime hours spent in selling activities, and at one and one-half that rate 
for selling activities during overtime hours. It is reeognized that these em- 
ployees will receive for selling time at least 75 cents per hour for straight time 
and one and one-half that rate for overtime hours, and that all such hours are 
to be counted. 

I agree that an employment arrangement, as described above, comes within 
the contemplation of section 7(f) (2), and if its requirements are met would 
constitute compliance with the act. Your letter indicates that the part of the 
arrangement most likely to give cause for challenge and possible invalidation 
will be the bona fides of the commission rate established for part-time salesmen. 
In my opinion, if commission rates in an establishment for persons engaged in 
selling activities range, for example, from 10 percent to 25 percent, a commission 
rate for part-time salesmen at any figure within that range would be deemed 
bona fide. If there is only one rate in an establishment, a commission rate 
reasonably close to that rate might still be deemed bona fide depending upon 
all the circumstances. On the other hand, a commission rate for part-time 
salesmen fixed at 50 percent or even 75 percent of the full-time salesman’s rate 
could justifiably make the rate suspect. 

It is true the law permits freedom of contract within certain limitations. 


Ty Nevertheless, in determining whether a certain rate is a bona fide rate, one may 


properly look to the practicalities of industrial life. There are undoubtedly 
instances where different employees doing the same kind of work are paid 
different rates. The variations, however, are within a well-defined and realistic 
range and are predicted largely upon experience, industry, ability, seniority, etc. 
Therefore, the bona fides of a rate that is substantially lower than that custom- 
arily paid to other employees doing the same work in the establishment and is 
usupported by any or some of the foregoing considerations that might be per- 
tinent, might suceessfully be challenged. 

You appreciate, of course, that it is not the intention of this letter to prejudge 
the bona fides of any rate that might be established by the various radio stations, 
but rather to offer some general advice on this particular point. 

If I can be of any further assistance in this matter, please feel free to 


hee TeQuest it. 


Very truly yours, 
Wma. R. McComps, Administrator. 


BROADCASTING AND THE WaGE-Hour LAw 


For the past 4 years the National Association of Broadcasters, on behalf of 
radio and television stations throughout the United States, has been petitioning 
the Congress for changes in the wage-hour law which would help to solve broad- 
casting’s wage-hour problems. In order to present the matter in its simplest 
terms, the following questions and answers.have been prepared. 
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1. What changes in the wage-hour law are broadcasters trying to bring about) 

Answer: They want any kind of change in the overtime provisions of the lay 
that will permit the employment and compensation practices which the operating 
needs of broadcasting, particularly small-market broadcasting, require. 

2. What are the major wage-hour problems for broadcasters? 

Answer: They are chiefly problems of determining the regular rate of pay, « 
counting hours worked and of applying the exempt work rule. 

3. Why should broadcasters ask for and expect special amendments? 

Answer: Because their operating problems are such that they need it and 
cause, in terms of the treatment under the law of comparable employers in othe 
industries, they deserve it. 

4. What factors cause the need for wage-hour relief in broadcasting? 

Answer: The need comes from the unusual operating conditions found parti 
larly in smaller radio and television stations * * * such as 16 to 18 hours pe 
day, 7-day-a-week operation, small staff (running from 6 to 10 people in the smal 
radio station and 25 to 30 in the small television station), combination jobs, sud 
as announcer-salesmen, and unusual compensation practices. 

5. Why do broadcasters deserve relief? ' 

Answer: Because most businesses in the small market broadcaster’s busing 
environment are not now covered by the law and will not be covered by any likey 
extension of the law. In this category are certain classifications of small marke 
newspapers (the small market broadcaster’s direct competitor), and most of th 
other businesses on Main Street with whom the small market broadcaster do 
business on a daily basis. 

6. What changes in the law will do the job? 

Answer: The best solution would be an exemption from the overtime prov 
sions of the law for the small market broadcaster. Some help would come frm 
more flexibility in handling regular rate of pay problems and from flexibilityi 
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applying exempt work definitions. 


Mr. Roosevett. The committee now has the pleasure of h 
from one of our colleagues, the Honorable Thomas Lana 
Massachusetts. 

We welcome you to the committee, Mr. Lane, and feel honored wil 
your presence. 


STATEMENT OF HON, THOMAS J. LANE, A REPRESENTATIVE J 
CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Lane. Thank you, Mr. Chairman. 

May I say first that I appreciate the opportunity to present a shot 
statement here this morning before this honorable committee, I wat 
to thank your staff for keeping me abreast of the proceedings of 
committee in reference to this bill that is before you here for om 
sideration this morning. 

I want to compliment and congratulate this subcommittee of th 
House Labor Committee for their patience in having these lol 
drawn-out hearings on this legislation. 

I feel that it is one of the most important bills that is before th 
Congress this year. It is my understanding that for many, maj 
days your committee has sat here and listened to arguments, pro 
con, in reference to increasing the minimum wage from $1 to $1 
and for that we are all grateful. 

The present minimum wage, Mr. Chairman and members of 
committee, as you well know, having studied this for so long, 
having listened to so much testimony here, is $1 per hour times 
standard work week of 40 hours, equals a gross pay of about $40 
week for those Americans being compensated for their work at. 
legal minimum rate. 
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Minus social security taxes and income taxes, the take-home pay 
is closer to $35 a week, A single person can scrape by on this, Dut 
cannot live on it, and the situation of a married man whose take-home 
is nearer to $40 is even more precarious, unless his wife is also 
employed. 

s the committee well knows, in most all of these instances, some- 
body else has to help out the breadwinner of the family, The term 
‘ninimum wage” is a cruel deception because it is suggested that no 
worker is paid less than $1 per hour. Millions of Americans are re- 
ceiving far less for their work, due to various classifications of em- 
ployment exempted from the application of the law. 

The President, in his report to Congress on the prosperity of the 
1950’s, called it the diffusion of well-being. He referred to figures 
showing that the average hourly earnings of factory workers had 
increased to $2.22. The average family’s income after taxes is $5,830. 
Three out of five families own their own homes. Three out of four 
families own at least one automobile. 

These figures are solid and they are good, but one glaring exception 
isthis prosperity has not reached the millions of persons who are being 
paid $1 an hour and less for their labors. As long as this disparit 
continues, the diffusion of well being, as the President stated, will 
fall short of its possibilities and its promises. 

The $1 minimum wage is an insult to human worth and dignity. 
It is perpetuating a real but glossed over depression without general 
prosperity. For 5 years this minimum has stood still, meaning that 











many workers have been held to this minimum, while the majority of 
people have been sharing in our economic progress, 

e Fair Labor Standards Act is anything but fair when it permits 
mepoyens to pay the disgraceful wage of $1 per hour. It is riddled 
with hypocrisy and exploitation as long as it excludes over 20 million 
workers from its coverage and condemns them to starvation wages of 
less than $1 per hour. 

We are making some progress in clearing away the slum areas of 
our cities through urban redevelopment. We do this for a very prac- 
tical reason, having learned that these substandard areas are a menace 
to their inhabitants, and, of course, to the whole community. 

So, Mr. Chairman and members of the committee, I suggest that we 
go further and eliminate the slum areas in the wage structure of the 
American economy by raising the wages of those who are at the very 
bottom, so that with their new purchasing power they, too, will be able 
to satisfy their long deferred needs and thereby strengthen the econ- 
omy of the Nation as a whole. 

So, Mr. Chairman and members of the committee, this bill, the Ken- 
nedy-Moss-Roosevelt bill, H.R. 4488, and S. 1046, will no doubt take 
along step toward this goal by increasing the minimum wage to $1.25, 
and by extending coverage to approximately 714 million of unpro- 
tected workers. 

These are principally employed in retail and wholesale trade, large 
hotels, laundries, construction and other services. 

I know, Mr. Chairman and members of the committee, I am telling 
you nothing because you have already had all of this, I dare say, over 
these weeks of long, drawn-out hearings, with all of this testimony 
that has been afforded to you. In fact, it can and should be strength- 
ened by embracing an additional million of agricultural workers, 
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The Fair Labor Standards Act to be true to its name must raise thf jocal r 
standard of wages, for the efficiency, health and well-being of th§ which 
workers. On | 

With that, Mr. Chairman, I thank you for giving me the opportuni} wreath 
to make this short statement. I do not desire to encroach on your valif are de’ 
able time, because I dare say you have had expert and well though} psider 
out testimony on these bills before your committee. This 

Mr. Roosrveir. Congressman Lane, we want to thank you. Vj provid 
know you are one of the busiest Members of the Congress and we anf with ¢! 
very grateful to you for coming here and giving us your time anif you wi 
views. It isa difficult problem, as you have so well put it. the nat 

We have tried to tackle it and give everybody a fair chance to bf or mat 
heard. Unfortunately, one cannot hear everybody or we wouldb} At t 
here for a couple of years, probably, without any legislation. Butwf dustry 
are grateful to you. You do represent, I think, a district which know} Labor 
the value of the minimum wage law. for the 

Mr. Lane. We surely do. onan | 

Mr. Roosevett. I think your testimony is of great help to the conf This 
mittee and we appreciate it. dealer 

Mr. Dent. + want to compliment the gentleman because, vey great € 
frankly, although he referred to what he called, truly, expert opining and dc 
and expert testimony, I do not think any of it was clearer than hisif provid 
propounding the basic philosophy behind the concept of minimm§ It » 
wages in this country. hoy, 01 

You are to be complimented on your statement, in its preparatiaf the ho 
and its delivery. shops 

Mr. Lane. Thank you, Mr. Dent. You are most kind in yourm§ And 
marks. I thank both of you for listening tome. I know that you amfable ec 
both friends of labor and that perhaps we can look forward to favorf due to 



















able action in this Congress. Mr. 
Thank you. bring t 
Mr. Roosevett. The committee now has the privilege and the pletfstrate: 


ure to welcome our colleague, Congressman Harris B. McDowell, tf distric 
Delaware. concer 

Congressman McDowell, we appreciate your taking the timet® Cou 
come before the committee. We have had a chance to look over yotgnatura 
bill, H.R. 5906, and I presume you are here in support of that, a 
seeking, perhaps, to have the provisions of that bill incorporated 
such legislation as this subcommittee may recommend. 


STATEMENT OF HON. HARRIS B. McDOWELL, A REPRESENTA 
IN CONGRESS FROM THE STATE OF DELAWARE 


Mr. McDowe tt. Mr. Chairman, I want to thank you and membefhaps a 
of the committee for giving me the privilege this morning to testi Mr. 
before you on behalf of my bill, H.R. 5906. 

The bill would exempt from the provisions of section 13 of the Fi 
Labor Standards Act of 1938 the small but very important home 
dustry in my State of Delaware which engages in the long establi 
method of gathering and making natural holly wreaths. 

This, as I have said, is a small seasonal industry. A half-d 
merchants provide the materials other than the natural holly to 
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local residents who then gather from the woods quantities of holly 
which grows naturally in the lower part of my State. 

On quiet December evenings around the family circle the holly 
wreaths are put together, Several weeks before Christmas the wre: aths 
vahif are delivered to the dealers who have agreed beforehand to pay the 
Ugh} residents a price per piece. 

This industry has existed for 100 years or more in Delaware. It 
provides thousands of homeowners throughout the eastern seaboard 
with the holly wreath for the front door on Christmas Eve. I think 
you will agree with me, my colleagues, that we would not want to see 
ihe natural holly wreath completely replaced by some artificial green 
ormaterial. 

At the present time the Secretary of Labor has ruled that this in- 
dustry must adhere to all of the provisions of section 13 of the Fair 
now} Labor Standards Act of 1938, and that records must be kept to provide 
for the payment of all labor involved in the making of holly wreaths 
onan hourly basis. 
cmp This has had the effect of seriously discouraging both the merchant- 
dealer and the residents from engaging in this enterprise, and thus, a 
Veqy great economic loss results to citizens of my State who have in the past 
Inaf and do now depend upon this little industry and this extra labor to 
usaf provide money for their family Christmas. 
muy It may mean a doll for the little girl, or a fire engine for the little 
boy, or perhaps a new bicycle for the young man who helps to gather 
the holly and, thus, add to the family income. There are no sweat- 
shops involved in this little industry. It is a home industry. 

And so, I plead with my colleagues of the committee to give favor- 
able consideration to my bill that this industr y may not be lost forever 
avore due to the harsh provisions of the law. 

Mr. Roosrverr. Congressman McDowell, thank you very much for 
bring this to our attention. As we well know, you have again demon- 
strated the ver y great care with which you represent the people of your 
Il, Bdistrict by inviting us to look at this problem which, of course, is of 
concern to the people that you have described. 

Could I ask you how many people would you say are engaged in the 
natural holly wreath industry 

Mr. McDowern. Mr. Chairman, in addition to extending in my own 
edi State, it extends, of course, into the lower counties of ‘the Eastern 
Shore of Maryland and the northern counties of Virginia, to some 
xtent. 

I would say in my own State, among my own constituents, there are 
perhaps 200 or 300 persons who engaged i m this home industry during 
that season of the year in making the holly wreaths. There are per- 
laps a half-dozen dealers who handle these holly wreaths. 

Mr. Rooseverr. What I had in mind, it being so obviously a short 
asonal occupation, that possibly in order not to discriminate against 
me other industry which we have not heard of or which somebody 

not brought to our attention, which might be in a similar capacity, 
emight think of a blanket exemption for a seasonal industry lasting, 
et us say, less than 60 days and employing fewer, we will say, than 
000 people. 

Would that give relief in your instance ? 
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Mr. McDowett. I think it would very adequately, Mr. Chairman, 
Any suggestion that the committee might have I can tell you would kk 
most acceptable in that direction, if it would have that end result. 

Mr. Roosevetr. It would give the discretion to the Commissioner 
* see that it did conform to the general principles that you described fV 

ere. 

Mr. McDowe tt. I think that would be most acceptable and I think 
it would provide the relief that I seek in my bill, H.R. 5906. I would 
more than welcome, as I say, any equitable provision which the com- 





























mittee might decide upon other than the language of the bill I have} Mr. ] 

presented. Mr. 
Mr. Roosevett. Thank you very much. itrus 1 
Mr. Dent? arch 


Mr. Denr. First of all, Mr. McDowell, the committee is grateful 
to you for calling this to our attention. Very frankly, this is the 
first word I have had on this particular phase of the minimum-w 
law. I did not know that there had been an order issued that wo 
cover such an occupation. 

I think that the suggestion made by Mr. Roosevelt, combined with 
your description of the worker as a homeworker, and engaged in such 
a purely home job—and it could be nothing else—with the limitation 
suggested by Mr. Roosevelt, will completely relieve the situation, | 
am sure that we will be able to do something with it within thei 
committee. 

Mr. McDowe tt. Thank you very much. I appreciate this oppor 
tunity, again, to come before you, and I wish you great success in 
your efforts. 

Mr. Roosrvert. Thank you, Mr. McDowell, and we appreciate 
having had you here. 

The committee will next hear from the Texas Growers and Shippers 
Association, represented by Mr. Austin Anson, and the Texas Cannens 
Association, represented by Mr. Lewis Moore. 

I see our colleague, Congressman Kilgore, here. We would like to 
welcome you, Congressman, If you wish to introduce any of thee 
gentlemen, you certainly may. 


STATEMENT OF HON. JOE M. KILGORE, A REPRESENTATIVE DB 
CONGRESS FROM THE STATE OF TEXAS 


Mr. Kireore. Thank you, Mr. Chairman, and if it is permissib 
I would like to present my constituents to you. 

Mr. Lewis Moore, the immediate past president of the Texas Cam 
ners Association, would like to appear. I earlier furnished the 
committee some 50 copies of a statement from the Texas Ca: 


cier 

Association which Mr. Lorne Hamme had sent up. It later developed xempt 
that it would be more convenient for Mr, Moore to appear than fof Mr. } 
Mr. Hamme. If permissible, he would like to discuss some of th¢Bperati, 
matters already filed with the committee. Mr. } 
Mr. Roosevett. That would certainly be all right. rly ps 

I might say to Mr. Moore that we know of no more wonderfllf Mr ] 


Representative than Mr. Kilgore in the House, and we are happy ®} Mr, } 
have him bring you before us today. 
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STATEMENT OF LEWIS MOORE, TEXAS CANNERS ASSOCIATION 


1b Mr. Moore. I would like to discuss the canning industry in my 
rea. 1 think it is descriptive of the canners problems over the country. 
We do have an unusually long canning period where I am located. 
ve get started the early part of October and run through the middle 
July, which is unusually long. 

Mr. Roosevett. What products do you can, mostly ? 

Mr. Moorz. There are two crops of tomatoes, two crops of green 
ans, two crops of peas. 
Mr. Dent. It is mostly vegetables ? 
Mr. Moore. And citrus. Then we have beets and carrots. The 
itrus is canned and processed from the middle of November through 
arch. So we have a long canning season dealing entirely with 
rishable fruits and vegetables. 
Green beans and tomatoes and peas all are critical items that, when 
hey are mature and ready for harvest, they must be moved immedi- 
tely. We are in green bean canning right now and have been run- 
ing for 3 weeks. We will be through in about another week or 10 
ays. But we had poor weather at planting time and we had to bunch 
ost of our acreage within a 10-day period in planting. 

Obviously, if you bunch your planting you are going to have bunched 
arvesting. So we have been running 24 hours a day and we are get- 
ing more beans than we can can, so we are selling the surplus to other 
rocessors. 

We need the exemptions that are now written in the law. We try 
0 get two 40-hour crews in order to handle it, but when you get in on 
he bunch periods, where the tonnage is there, it has to be handled 
fore it spoils. You cannot stay within the 40-hour limitation. 
The canning part of the operation is quite mechanized. We have 
uite a few labor-saving devices, but there still is a great deal of hand 
abor required in the canning operation. We are dealing with perish- 
ble fruits and vegetables that have to move when they are ready. 
Mr. Roosrverr. I assume you are familiar with the exemptions at 
he present time. Do you feel you need all of those exemptions? 

Mr. Moors. I would say they are a minimum of what we need. We 
ertainly do. 

Mr. Roosrvett. Both the unlimited and the limited ? 

Mr. Moore. Right. We keep careful track of our use of those ex- 
mpt weeks. We are still paying time and a half in the course of a 
ear. We save those exempt weeks for the critical areas in our pro- 
uction. We pay time and a half for various times during the year. 
at is trying to save our exempt weeks. 

We have about two 14-week periods of exemptions which are not 
ficient for us to go through. We pay overtime and save those 
xempt weeks for critical areas of production when we just have to go. 
Mr. Roosrverr. What is the total time that you keep the cannery in 
peration? Is it pretty much a year-round operation ? 

Mr. Moorg. No, sir. It is from the first part of October to the 
rly part of July. It is a continuous operation in that area. 
BRS Roosrvetr. It is about 9 months! 
y) Mr. Moore. Yes, sir. 
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Mr. Roosevertr. How much has the addition of being ablei® yy, 
freeze the product for a period of time enabled you to stretch out thfpyer t! 
period of operation ? Mr. 

Mr. Moore. It is not used at all in canning. We don’t freeze am§ Mr. 
thing. That goes from the field directly into the can, and the quickym ke 
we get it into the can the better the flavor, the appearance and thitace, | 
quality. that 11 

An item of green beans, when a field has to be harvested, you of Mr. 
have about 2 days to do that harvesting. We are still hand-harvestingi; | h: 
in our areas. In some areas they mechanically harvest. Our greifopera 
beans do not set the major tonnage at one time. The green bewfation 
won’t cooperate. We have three to four different sets of green bean The 
on a plant there, and in order to get profitable tonnage the farmetion, : 
insists on hand-harvesting three to four times. incre 

In other areas of the country, the green bean plant puts its majefyith | 
tonnage on at one time, so they use mechanical harvesters whichg} Mr. 
through the field once. does | 

We would certainly hate to see any loss of these exempt weeks. Wéwill i 
desperately need all we have now. Any increase in the minimupf}p jn j 
wage would, of course, raise the cost of our production and woulif (M 
have to be reflected in the cost of the product to the consumer. 

The food business is a very close-margin business. There is venf 5" 
little give in it. It is unusual for a food processor to have am 
profit of as much as 6 percent. We operate on a close basis. My | 

Mr. Dent. Is the question of overtime pay more vital than thpAssoci 
question of the minimum wage, itself, in your situation / “aps 

Mr. Moore. Well, any raise in the minimum wage would, (ff) cr 
course, raise the cost of processing on all items. Corp. 

Mr. Denr. Would the increase in minimum give a greater incremp!! yea 
in cost than to eliminate the overtime allowances? __ my 






























Mr. Moore. I think it would, because it would apply to every hoeg y"* 
worked. Your overtime would not. posed ; 
Mr. Dent. What is the wage scale, roughly, in the canneries? Roose 
Mr. Moore. In the area where we are located? I am at McAlle hme 


Tex., sir, and the prevailing wage in the area is below $1 an holt, iyo, 
Then, of course, we have canners with the area-of-production exemp§United 
tion. We have some that operate intrastate. They don’t ship outdfthe pr 
the State so they don’t come under Federal regulation. ee 

Mr. Roosrvertr. The proposal, of course, at the present time, Wolllfenne 
very much affect you directly. How do you not pay the $1 an hotfpaveb 
at the present time for those that are covered ? Hions 1 

Mr. Moore. I am afraid you misunderstood. I am under the wagp"’’" 


and hour. We pay $1 an hour. Mi 

Mr. Rooseverr. I thought your answer was that you paid [e{pmplo) 
than $1. able o1 

Mr. Moore. We are very much under the wage and hour lawigr?! 
every aspect, but I do have competitors who have an area of prod adey 
tion. They are in a rural area, so much population and their cffina vy 
are within a certain distance of the plant. The employees in fit [an 
handling of perishable fruits and vegetables are exempt. we 

Then there are several other canners who can and sell wholly witli ely 
the State of Texas. They don’t cross the State line. eathe 


peak ¢ 
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ble if Mr, Roosever. Of course, the Congress would have no jurisdiction 

ut tiyver that. 

Mr. Moore. That is correct. 

e anf Mr. Roosrverr. But in attacking the area of production problem, I 

nick keenly aware that this does raise a differential for you to have to 

nd thBface, but I don’t quite know whether it was wise to attempt to change 

that in order to balance your situation. 

u onl} Mr. Moorr. I don’t think it is either. The only reason I mention it 

estingis | have canners I am competing with within the State of Texas that 

‘Qiefoperate within the State that are not under the wage and hour legis- 

1 bealfation. 

Then there are several canners who operate in the area of produc- 

‘arMtion, and then the rest of us are all under the wage and hour law. Any 

increase in the minimum wage puts us further than ever out of line 

maje with this competition and, of course, raises all of our costs. 

ichg} Mr. Roosrverr. Thank you very much, Mr. Moore. The committee 
does have the other presentation, and if you have no objection, we 

. Wiwill include it at this point following your testimony, so that it will 

LMU be in its proper place. 

woul} (Mr, Hamme’s prepared statement follows :) —_ 











3 yeng STATEMENT OF LorNE 8. HAMMrE, MEMBER, TEXAS CANNERS ASSOCIATION, 
a he WESLACO, TEX. 


My name is Lorne S. Hamme. I am an active member in the Texas Canners 

un thBAssociation, whose headquarters are in Weslaco, Tex. I am general manager of 

Texsun Corp., one of the largest citrus processing organizations in this country. 

ld. of My home is in Weslaco, Hidalgo County, Tex. I have been a resident of the 

1 “BLower Rio Grande Valley for 82 years. I have been in the employment of Texsun 
Corp. for a period of 23 years. I have been general manager of Texsun for 

creasp1l years. 
My statement has been unanimously approved by the members of the Texas 

» hee Canners Association. 

y 1 would particularly like to furnish the committee information on the pro- 
posed amendment to the Fair Labor Standards Act of 1938, as proposed by Mr. 
Roosevelt in H.R. 4488 and by Senator Kennedy in 8. 1046. 

Alle. I would like to call your attention to the fact that an increase in the minimum 

holt wage from the present $1 an hour to $1.25 an hour would be most detrimental 
to many small businesses, particularly in Texas and the southern part of the 

xempeUnited States. We urge the committee hold the line on this minimum wage at 

out dfthe present level, but that if a compromise is needed in consideration of the bills 
that the increase be held not to exceed 10 cents an hour. 

woul _Although this minimum wage consideration is of considerable importance, the 
Kennedy-Roosevelt bills propose to eliminate seasonal canning exemptions which 

l have been in the bills from the time of their passage. Elimination of these exemp- 
tions not only affects canners but extends to many phases of agriculture, and we 

, wageere vitally concerned that these exemptions be preserved in their present state. 

These are (1) section 7e, which provides a 14-week exemption from the over- 
time requirements of the act for employees in any place of employment where an 

d le employer is engaged in the first processing of, or in canning or packing, perish- 
able or sensonal fresh fruits or vegetables and (2) section 7b-3 which provides 

aw t ‘or a14-week overtime exemption up to 12 hours a day or up to 56 hours a week 

ode or employees employed in an industry found by the Administrator to be of sea- 
pnal nature, which includes the canning of perishable or seasonal fresh fruits 
COPE ind vegetables. 

no [am sure the committee recognizes the canning industry is vitally concerned 
with section Te and section 7b-8. Most commodities processed reach a peak of 

witli patarity, flavor and proper time for processing on short notice. It, therefore, 

comes necessary, for example. to process string beans within a 72-hour period, 
eather factors, of course, taken into consideration. String beans are in this 
peak condition only a short period and must be processed when they are ready 
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for picking; otherwise, they will not make the proper standards as requip 
under law. Also, taste quality deteriorates rapidly after this peak condition } 
been reached. The same can be said for tomatoes and other canned, procesy 
foods. It, therefore, becomes of vital necessity that when these perishable o 
modities are ready for processing, we, aS canners, must uSe every means at 


command to protect the producer and ourselves by around the clock operatia| 


Our 14-week overtime exemption is of vital necessity. I further submit to th 
committee that while we are in these periods, labor supplies are short and it} 
comes totally impractical to import labor from other areas for this short-tey 
work. 

The overtime provisions of the Fair Labor Standards Act are designed y 
spread employment by requiring penalty overtime payment for hours worked 
excess of 40 hours a week. The canning industry is composed of a large num 
of competing producers of varying output scattered over a large area, wil 
highly varying weather and harvesting conditions. Canning operations » 
conducted on a highly seasonal basis, and seasons are usually of short duratiy 
Since the forces of nature control the flow of the raw products to the canner, 
the number of hours per day or per week that must be worked in any canniy' 
plant during the peak of the season will fluctuate widely and will always depel 
- the weather conditions and the amount of raw product reaching the canniy 
plant. 

Again, as an example, in the Rio Grande Valley of Texas, many of the vey 
tables normally canned during the spring, such as tomatoes and beans, as I ha 
previously mentioned, were seriously affected by excessive rains which ruin 
a portion of the crop. This was true to some extent of beets and carrots duriy 
the winter growing season. During the past 2 months, there have been seven 
frosts here in the valley which killed and damaged vegetables. In the case¢ 
tomatoes, it is questionable whether a crop can be made by replanting afte 
the last frost because of the weather conditions that will be encountered durg 
the growing season which will probably bring temperatures too warm to pemi 
normal yield of tomatoes. Consequently, when growing and weather conditi 
are ideal and abundant crops are produced, excessive peaks are created on ti 
inflow of the agricultural commodities to the cannery, requiring peak operatia 
to utilize the crop. 

Let me emphasize in many areas there is a serious lack of available canne 
manpower during the active season. Many canning plants are located in smi 
towns in rural areas where additional labor is not readily available. The ov 
time hours vary and in many cases are not sufficient to attract enough labor! 
operate a regular second shift. 

Because natural and seasonal factors will vary from region to region # 
even county to county, some canneries necessarily must work many more aii 
tional hours than others. If canners were obligated to pay penalty overt 
their costs would vary with these factors. Thus, although the basic purp 
of the Fair Labor Standards Act is to prevent discrimination arising from 
ferent labor costs, the effect of removing the canning exemptions would he 
foster such discrimination. 

Both producers and consumers would suffer from elimination of the canni 
exemptions because prices to consumers would rise and tend to be inflation 
and all raw products might not be used, thereby hurting the income of 
producer and also making it virtually impossible to maintain maximum quali 
standards. Without the seasonal exemptions now provided, canners would 
forced to attempt to operate on a 40-hour basis as near as possible and possili 
supplement with a second crew if available, which under the best conditics 
would be an unsatisfactory operation from the standpoint of quality and pt 
to consumer. 

This would also reduce the earnings of employees because of the shorter nl 
ber of hours worked. It has been our experience and the experience of ot! 
eanners in this area that because of the seasonal nature and the shorter hol 
during the off-season time, that the employees welcome the peak conditions @ 
ing the height of the canning season which permits them to work longer hol 
thereby increasing their earnings. The elimination of the seasonal exempti0 
making mandatory overtime provisions, would thereby tend to reduce the 
ings of employees. 

I believe that this information clearly reflects how vitally important # 
necessary the 7c and 7b-3 exemptions now provided are to canners and mi! 
others in the agricultural field. 
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We respectfully submit that any legislation proposed not amend or delete 
the exemptions I have referred to which are needed as badly now as they were 
when originally included in the Fair Labor Standards Act. 

I appreciate the committee accepting this statement on behalf of the Texas 
Canners Association. 

Mr. Kireore. Mr. Chairman, I would like to express my apprecia- 
tion to the committee for its patience in consideration through what 
I know have been evtremely long hearings. I think all of us in the 
Congress are especially appreciative of the fact that the committee 
has taken the time to consider testimony from wherever it might come. 

Since I am going to have to leave to go to another committee meet- 
ing after presenting Mr. Anson, I wanted to make that statement at 
this time. 

Mr. Roosevetr. We thank you eg ene 4 for that statement be- 
cause it is, as you can see, a very difficult problem, and one where the 
inequities may not be very apparent until you do hear from every- 
body. We have tried to hear as many people as we possibly could. 
Weare grateful for your understanding. 

Mr. Krrcore. I will say to the Congressman that I have had con- 
stituents here over the past year or two who have raised the problem 
that was just discussed by Mr. Moore, respecting the competitive prob- 
lem that arises, some who are under the act and some who are not 
under the act. 

Mr. Austin Anson, accompanied by Mr. Willis R. Deines, his as- 
sistant, are here representing the Texas Growers & Shippers Associa- 
tion. 

Mr. Roosevett. Please come forward, gentlemen. 


STATEMENT OF AUSTIN E. ANSON, EXECUTIVE VICE PRESIDENT, 
TEXAS CITRUS & VEGETABLE GROWERS & SHIPPERS; ACCOM- 
PANIED BY WILLIS R. DEINES, ASSISTANT MANAGER 


Mr. Anson. I have imposed on the committee a little bit, Mr. Chair- 
man, my bringing my assistant with me for two reasons: (1) I am pos- 
sibly singing my swansong and he is taking his maiden voyage, and 
the other is where I need somebody on statistics. That is his job and 
I wanted you folks to have something a little different this year than 
we have been able to give you in the past. We have some concrete fig- 
ures that I believe you will want. 

My name is Austin E. Anson. I am executive vice president and 
general manager of the Texas Citrus & Vegetable Growers & Shippers 
with headquarters at 306 East Jackson Street, Harlingen, Tex., 
representing the fresh fruit and vegetable growers and shippers of the 
State of Texas. 

Ours is a trade association. For the past 18 years we have handled 
public, labor, and traffic relations and been the legal representative of 
the growers and shippers of fresh fruits and vegetables throughout 
the State of Texas in all matters that will affect the growing, packing, 
shipping, and distribution of the fruit and vegetable crops that are 
grown in our State. 

The fruit and vegetable industry of Texas is taking this position on 
H.R. 4488, now before Congress: 

We oppose section 5(b) which would increase the minimum wage 
from $1 per hour to $1.25 per hour. 
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We oppose section 6(b) which would amend section 7(b) (3) whi 


provides exemptions for seasonal industries. 


We oppose section 6(c¢) which would amend the act by striking ow 
7(c) which provides total exemptions for first processing of freg) 


fruits and vegetables. 
To support our position we submit the following: 


It is difficult for the perishable agricultural industry to operate m 
a punch-clock basis as our crops do not grow that way. 

There are so many contributing factors that make regular daily 
hours from 8 in the morning to 5 at night just impossible and not only 
would it be a handicap, but also impractical for a packer or produce 
of fresh fruits and vegetables to try to adapt themselves to sucha 


schedule. 


It is not economically sound to even consider the perishable industry 
being forced to pay time and one-half overtime as we are now having 
no end of difficulties profitably selling our perishable crops under the 


present rulings and costs. 


We produce winter vegetables at the most difficult and changeable 
time of the year weatherwise. Every move we make toward planting 
cultivating, irrigating, dusting, spraying, and packing is controlled 


by the weather, 


In view of the fact that we cover the entire State of Texas, we can 
be picking strawberries in La Villa, which is down near the Gulf a 
the same time that they are shoveling snow in Amarillo. It happens 
every year, When they complete their crops in the lower Rio Grank 
Valley the latter part of June, they are just starting to ship vegetables 
in the Panhandle and central Texas: so it is a different condition, both 
climatically and from a standpoint of labor in all sections of the State, 
as temperatures and weather conditions govern our crops, no matter 
which section of the State is harvesting and we harvest some perisha- 


ble crop year-around in some sections of Texas. 


We are going to center most of our testimony today on the lower 
Rio Grande Valley. That is where the bulk of the fresh fruits and 


vegetables are produced. 


We start shipping citrus and vegetables in south Texas along the 
Rio Grande River, an area about 45 miles wide and 125 miles long, it 
mid-October, with each crop coming along as it matures. Citrus, when 
it reaches a certain maturity and sugar content, is ready to ship, but 
again, this crop must be processed properly in order to reach the table 
of the housewife in good condition, and this is one of the reasons why 
it would be difficult to operate under any other schedule than we 
have now, with the benefits of exemptions from overtime under 


sections 7(b) (3) and 7(c) of the act. 


Citrus fruit cannot be picked in the early morning hours and many 
times it is 10 o’clock, 11 o’clock, and sometimes almost noon before the 
fruit can be picked on account of the heavy dew we have in this 


subtropical climate. 


Grapefruit can be picked a little earlier than oranges, but oranges 
must be dry before they are picked or they will mark and show when 
they are put through the sweat rooms and through the packing 
machines, which will lower the grade and top sale prices. 

Don’t forget. This is in the winter months from October on, and 


we do run into some cold weather, sometimes frost. 
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completely wiped out, with 17- and 19-degree temperatures; but, of 
course, that was an exception to the rule and only happened once in 
50 years, thank goodness. 

There are times in the mornings when we do have a little frost and 
fruit cannot, under any circumstances, be picked until this is all 
completely dissipated or you will have spoiled fruit for shipment. 

This fruit being picked, we will say, starting at 11 o’clock, comes 
into the shed during the afternoon; packing starts shortly thereafter 
if the fruit has full color on the trees. If this fruit has not colored 
properly on the trees, it must go into the sweat rooms and then come 
out at a later date and then be graded and packed and prepared for 
shipment. 

So much for citrus, but you can readily see that it is not something 
that comes in exactly on the hour, by the hour, and we could not 
possibly gage it on an 8-hour day or a 40-hour week. 

When the fruit is ready to go and the market. is clamoring for it, 
everyone is rushing all they possibly can and the workers are only 
too happy, that if they start to work at noon, to work long hours to 
try and make the earnings they feel they are entitled to. These 
workers are not getting $1 per hour and getting in anywhere from 8 
to 12 to 14 hours a day and are well satisfied. Now, let’s step into 
another crop, radishes; an entirely different story. 

Radishes, when they are ready to be packed and shipped, must be 
harvested speedily and packed and placed under ice or hundreds of 
acres can—and have been—lost on account of delay. 

We must use a lot of people for a short period of time and save the 
crop, and when that crop comes into the shed it must be packed and 
put under ice without delay, whether it be 6, 8, 10 or 18 hours. It 
takes 25 days to produce a radish crop, but it can be lost in 24 hours. 

Other vegetable crops will not move quite as fast as radishes, but 
there is a similarity in the handling of all vegetables. 

The crop cannot be harvested today and packed on a regular 
schedule with the crew knocking off like a factory worker when the 
whistle blows at 5 o’clock. 

Now, let’s look at another crop—tomatoes. They are very tem- 
peramental and must be picked exactly at the proper time. They 
are one of the most temperamental, next to strawberries, that we have. 

When the tomatoes are what we call green ripe and show a distine- 
tive white color, they are ready to be picked and brought into the 
sheds, packed and shipped under ice to the different markets over the 
United States, where, many times, they are handled two and three 
times by repackers before they wind up in the hands of the house- 
wife, packed in those little tubes or in bulk. 

Tomatoes are one crop that absolutely cannot be picked until they 
ire perfectly dry, for if they come into the shed wet it will show 
the fingermarks where they have been handled and they will never 
properly ripen and will undoubtedly cause a severe loss in transit to 
the grower and shipper. 

This means that picking may not start before noon or even later. 
The workers in the field will pick just as long as they can see, and 
will deliver to the shed just as long as the shed will take the fruit. 
The tomatoes are all delivered every day from the field when they are 
picked, many loads coming into the shed after dark at night. 

55097—60—pt. 83-——20 
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The sheds must start and work continuously as all of the fruit mug 
go under ice and cannot be allowed to set around the sheds until th 
next day, for in our climate, with high humidity and the temperatuy 
running from 75 to 90 and 95 degrees, this fruit will ripen in the ba 
and cause a terrific loss to the grower from overripes and fruit tha 
will not be suitable for packing in the commercial packages. ‘Tp 
matoes are the one crop which causes the crews to work late hours, 

People may not consider that carrots, turnips, beets, bunchej 
greens, and collards are a hot item. Now let us review what is terme) 
the bunched vegetables, which are used in the thousands of mixe 
cars that are shipped daily throughout the United States. These com. 
modities include turnips, carrots, beets, bunched greens, collards, an 
many other vegetables. 

The worker will not go into the field to start pulling and bunchix 
these vegetables in the early morning hours, and it is generally 1) 
o’clock before work can start in most fields on account of the heavy 
dew, as the worker is not inclined to go out and get wet; and as th 
pulling and bunching takes time, the vegetables will not start moving 
from the field until midafternoon. Consequently, they do not arrin 
in the shed until 3 or 4 o’clock when packing starts. 

These vegetables with green tops must move directly under ice ani 
‘cannot, under any circumstances, be carried over in either crates or 
bulk until the next day, as these delicate tops will heat and retrac 
from the market value of the product. 

It is a complicated precedure to handle all these vegetables, 23 i 
number, plus oranges, grapefruit, limes, a few lemons, and tangerins 
with the different conditions and different packs for differen 
commodities. 

For the benefit of the committee, I brought this along to show to th 
committee. This shows you the production area of the State and tle 
different vegetables. This will also give a little idea of the volume 
poe color of the book is very apropos. I think we were all in the ri 

ast year. 

Comtiione that confront the packer of perishable fruits and vege 
tables are completely foreign to anything that ever confronts the en: 
ployer in any industrial or manufacturing concern. We have got 
into a little more detail than normal; however, we want you to see hov 
ees it would be to cope with any standard day on a punch-cloti 

asis. 

The conditions that exist today in the handling of these perishabl 
commodities are exactly the same as was described to this same colt 
mittee in Congress in 1937. It is now 23 years since that time ant 
conditions have not changed one iota and the unlimited 14 weeks thi 
were accorded the industry for the first processors of perishable com 
modities in 1937 are still the same. 

The employers have learned to spread their 14-week total exempti0 
throughout their entire shipping season, using it on the peak w 
for in our section of the country it is just impossible for us to get sil 
ficient labor to run the extra shifts even if we could possibly arrang 





it. Local domestic labor is not available. 

Our local labor is migratory by nature, and in view of the har 
and fast rules that now apply to Mexican nationals that are broug! 
in as braceros to work in our agriculture, they are prohibited fro 
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working in the sheds. Consequently, there is no possible chance of 
augmenting our shed help with these nationals at any time throughout 
the season. 

Since our local worker starts migrating north about the 15th of 
April each year, and does not come back until the 1st of December, 

ou can readily see what it means to the local employer to try to keep 
his shed labor at a balance with crops coming on at so many different 
times of the year and under so many different conditions. 

The intent of Congress in the 40-hour week was to spread the work 
to more people, but when you don’t have the “more people to spread 
to,” you must work those that you have at a time when the crop de- 
mands it. 

It is most important that we have our section 7(b) (3) which per- 
mits us to work 56 hours a week without overtime, which takes up a 
lot of the slack in our perishable crops, 

Twenty-eight exempt weeks do not cover the shed operations and 
the packing of our entire fruit and vegetable crop by any means; 
consequently, the shipper and packer of citrus and vapitghios must 
watch his hours closely and when he is at his peak on the different 
crops, use his section 7(c). 

On the normal procedure, he uses his section 7(b) (3) and tries to 
keep within the 56 hours, if possible. When the crop is just coming 
in and the receipts in the shed are light, the shipper may use the 
40-hour-per-week basis and it may be necessary a few times to pay 
some overtime, not much, as the industry cannot stand this overtime. 

The shortage of help at peak periods has made it mandatory that 
all of the sheds mechanize just as highly as possible. This extends 
through all of our different crops and since the $1 minimum has been 
in effect, mechanization has reduced the employees in the shed at 
least 25 to 30 percent, and any other changes or any attempt to 
increase his minimum wage is going to make it mandatory that some 
steps of this nature be taken if the industry is going to survive. 

n order that the committee will have before them concrete figures 
to see just exactly what the elimination of sections 7(c) and 7(b) (3) 
and an increase from our present $1 minimum to $1.25 an hour would 
cost us in dollars and cents, I have brought with me today my assist- 
ant, who has set up some statistics and some very comprehensive 
figures that should be of great interest to the committee, and with your 
permission I will introduce my assistant, Mr. W. R. Deines. 

Mr. Roosrve.tt. You may proceed, Mr. Deines. 

Mr. Detnes. Mr. Chairman and members of this committee, as Mr. 
Anson has told you, my name is Willis R, Deines and I am assistant 
manager of the Texas Citrus & Vegetable Growers & Shippers, a 
position I have held for the past 17 years, during which time I have 
peered and become well acquainted with the many problems of our 
industry. 

+ ane graduate of the University of Nebraska, where I majored 
in accounting and marketing and I feel qualified to present the figures 
I have compiled for presentation to this committee. 

To arrive at a fair and reasonable estimate of the cost in increased 
wages, this proposed legislation would impose upon our industry, we 
selected two of our most efficient packing firms and totaled their 1959 
packing plant employees payroll, and then recomputed it on the basis 
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of there being no exemptions from overtime. One of these firms is 4 
citrus packing firm and one is a vegetable packing firm. 

Both firms utilized in 1959 their exemptions from overtime for 
unlimited hours in 14 weeks and from overtime up to 12 hours per day 
or 56 hours per week for another 14 weeks. However, even with the 
exemptions applied, one firm paid overtime wages during 16 weeks in 
1959 and the other firm paid overtime wages during 31 weeks in 1959, 

The vegetable shipper had a packing plant payroll totaling 
$206,788.64 in 1959. Our recomputation of this payroll shows it 
would be increased by $16,695.06 if overtime pay had been required 
for all hours in excess of 40 hours per week. However, if the hourly 
minimum wage had been $1.25 per hour instead of $1 per hour, and 
overtime had been based upon such a higher minimum wage, the total 
increased labor cost to this shipper would have totaled $72,376.02. 

The citrus shipper had a packing plant payroll totaling $70,056.70 
in 1959. Our recomputation of this payroll shows it would have in- 
creased by $6,918.30 if overtime had been required on all hours in ex- 
cess of 40 hours per week. However, if the hourly minimum wage 
had been $1.25 per hour instead of $1 per hour, and overtime had been 
based upon such a higher minimum wage, the total increased labor 
cost to this shipper would have totaled $26,271.26. 

Applying this situation to the total Texas shipments of fruits and 
vegetables in 1959, we estimate the increased labor cost that would fall 
on our industry, just from the loss of our present overtime exemptions 
under sections 7(b) (8) and 7(c) would be $470,000. If, in addition, 
our minimum wage had been $1.25 instead of $1 per hour, the total 
added labor cost. would approximate $2,140,000. 

Because of adverse weather conditions, coupled with relatively low 
prices for our perishable fruits and vegetables, shipments from Texas 
in 1959 were lower in volume than for any year in the past two decades, 
even including 1951 when we experienced our disastrous freeze whieh 
ruined all vegetable crops then in the ground in south Texas in 
January 1951, and destroyed our citrus crop and reduced our citrus 
groves from 13 million trees down to3 million trees. 

For example, in 1945 our shipments by rail totaled 91,155 carloads. 
By comparison, in 1950 our total was 44,974 carloads, and in 1959 our 
comparable total was only 24,730 carloads. 

It is no idle talk when we say our industry is fighting for survival. 
We are sure this record is replete with many figures supporting the 
known fact that agriculture is caught in a price-cost squeeze. Our 
U.S. Department of Agriculture, Crop Reporting Board, in its bulle- 
tin entitled “Agricultural Prices” released April 29, 1960, shows the 
index of prices received by farmers for the month ended April 15, 
1960, to be 242 percent of the 1910-14 average. 

The record high was 313 in February 1951. In comparison, the 
index of prices paid by farmers for commodities and services, includ- 
ing interest, taxes, and farm wage rates was 302, a new record high. 
The parity ratio as of April 15, 1960, was 80. 

We now refer to the January 29, 1960, bulletin “Agricultural 
Prices” in which is shown prices per 100 pounds received by growers 
for 16 commercial vegetables. The average price for the 3 calendar 
vears 1947 through 1949 was $5.99 and for the period of 1957 through 
1959 the comparable average price was $5.57. 
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Even at lower prices, the consumers are buying, with few exceptions, 
less fresh fruits and vegetables today than only a few years ago. And 
it is a well-established fact that fresh fruits and vegetables are an es- 
sential and important part of the American diet. Any increase in the 
cost of producing these vital food products cannot be passed on to the 
consumer but must be borne by the grower. He is dealing in a highly 
perishable commodity that must be harvested and marketed when it 
reaches a proper stage of maturity, regardless of market conditions, 
or else left in the field as a complete loss. There have been many hun- 
dreds of acres thus abandoned in Texas in recent years, 

This proposed legislation would most surely be a staggering blow to 
our already overburdened industry. 

Thank you. 

Mr. Roosrveitt. Mr. Anson ? 

Mr. Anson. Mr. Deines has given you figures that should con- 
clusively show this committee the impossibility of increasing any costs 
to our growers who right now are having no end of difficulty in mark- 
eting their crops and paying the present bill. Gentlemen, I just can- 
not remember how many times I have been before this committee, but 
let’s suy too many, because we appreciate that you are tired and worn 
from listening to all of this testimony. 

We have done our dead-level best to try to bring in points that have 
not been covered in the past 4 or 5 years when many of us have ap- 
peared before you. 

I know it is always customary, gentlemen, to tell a committee how 
pleased we are to be able to appear and testify. That is the overstate- 
ment of the day, for when you have sat through as many of these 
hearings as you undoubtedly have, and had to be burdened listening 
to what we have all had to say over the past 10 or more years, much 
that could not be other than repetitious, you have our extreme sym- 
pathy in having to listen to more, as we know you are tired and weary 
listening to our problems and I have news for you, gentlemen: Your 
witness is just as doggoned tired of testifying on this subject as you 
are of listening to it. 

It seems that no matter what you, in all sincerity and conscientious 
effort, try to correct in these laws, after we have testified before you, 
we find that when the administrator of the act. gets through putting 
amendments in the Congressional Record, we wind up with just about 
the opposite of what we asked for and what you intended us to have. 
It looks like a lot of our efforts, both yours and ours, is “love’s labor 
lost.” 

I must amend that to this point. T would say in the last year in 
wage and hour we have been hexed with these directives. TI cannot 
say so much for the rest of the Labor Department, because they are 
soadept with the orders they put out. 

Congressman Teller, I remember with great pleasure your deter- 
mined statements in New Orleans in regard to trying to straighten 
out this practice of administrators taking over the prerogatives of 
Congress. 

I also remember that you were joined by your late chairman, Con- 
gressman Kelly, Congressman Holt and others in stating that you, 
too, were tired of this monkey business. But it seems like these ad- 
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ministrators have the Indian sign on all of us. What you can do about 
it, that is your problem. We hope you can do something. 

Again, I want to thank you for your patience and endurance in 
listening to all of this and let’s hope that this time something can be 
accomplished. 

I want to leave this magazine with you, gentlemen, a very reputable 
magazine. 

This is not exactly like television, where you see the youngster run 
out and say, “Look, Mom, no cavities,” but this says, “Look, Mom, no 
subsidies.” "We don’t have any subsidies. We run our own business 
and have a hard time doing it. That is one thing to remember: that 
we are not leaning on any props. 

Thank you. 

Mr. Roosrvett. Thank you, Mr. Anson and Mr. Deines. We appre- 
ciate your coming before the committee. We realize you have a 
problem. 

Mr. Deines, what happened when the minimum wage was raised 
from. 75 cents to $1? What was the result and how did you adjust 
to it? 

Mr. Detnzs. I would say, of course, that one of the important things 
that happened was in every way possible to become more highly 
mechanized in the handling of fruits and vegetables through our 
packing plant. 

Mr. Roosevett. How much did it affect the industry financially? 

Mr. Dernes. I don’t know what the increased payroll would have 
been. That was in 1956, I believe, or 1955. 

Mr. Roosevetr. 1957, I believe. 

Mr. Detnes. I have not compiled any figures to know what that in- 
crease would have been. 

Mr. Roosevett. I think it would be of interest to the committee if 
you could give us those figures, because the ability of the industry in 
the past has adjusted to this wage increase. 

As Mr. Anson said, you came before us that time and gave us the 
same comment as you did this time, and undoubtedly many times be- 
fore that. My question is, if you became adjusted to that, how did you 
adjust it and what were the results? 

Mr. Dernzs. I don’t say we adjusted to that. We adjusted to it 
to this extent: It certainly, as I think the figures I have given you 
show, has caused a pretty substantial decline in the shipment of 
fruits and vegetables from Texas, and I think the increased labor cost 
brought about on March 1, 1956, when the $1 minimum went into 
effect, was one of the factors contributing to the decreased production 
and distribution in marketing. 

Mr. Roosrvertr. Mr. Deines, the total consumption, however, of 
fresh fruits and vegetables by people of the United States has not 
decreased. 

Mr. Dernes. On a per capital basis it has decreased. 

Mr. Roosrvett. How much has it decreased? Have you any figures 
on that? 

Mr. Detnegs. No; I haven’t. 

Mr. Roosevett. It certainly hasn’t decreased to the extent of the 
figures you gave us on the decrease of carloadings from Texas, has it? 

Mr. Dernes. No; I don’t think that it has. 
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Mr. Roosrvetr. Where has this business gone ? 

Mr. Dernes. I think a lot of the consumption has changed from 
the consumption of fresh fruits and vegetables to processed fruits and 
vegetables. 

Mr. Roosrvetr. And into frozen ? 

Mr. Detnzs. Into frozen or can; yes. 

Mr. Roosrvett. Mr. Dent ? 

Mr. Dent. The bulk of your shipping is direct to market and not to 
processors, I take it? 

Mr. Dernes. That is correct; yes. 

Mr. Dent. Then you won’t be affected by the announcement of 
Campbell Soup that they are going to build the largest canning fac- 
tory in the world in Mexico? 

Mr. Dernes. Well, that is looking pretty well into the future. 

Mr. Dent. They have started on it. It is not so far distant. It 
will not affect you particularly ? : 

Mr. Derngs. I think any increase in competition from competing 
suppliers of foodstuffs will have its effect on the growers and distribu- 
tors of fresh fruits and vegetables. 

Mr. Dent. I noted in their announcement to the stockholders that 
they were going to move into Mexico because, as they stated, the 
vegetables and green goods would be a lot less in cost to them, with 
the lower wage scale and so forth, and they would be able to ship 
back into the United States under the same label. 

There is only a certain amount of consumption of vegetables 
regardless of whether they are fresh or canned. If they get the price 
of canned vegetables down to such a point that people will buy it in 
preference to the fresh vegetables, it will affect you, won’t it ? 

Mr. Detnes. Yes. We havea real problem now. It is not on canned 
goods, particularly, but a lot of imports from Mexico of fresh fruits 
and vegetabies that are in direct competition with ours. 

Mr. Dent. Do you think we ought to amend this bill to make the 
minimum wage effective in Mexico? 

Mr. Drtnzs. I think that would be very fine; yes. 

Mr. Roosevetr. I hope the gentleman is facetious. 

Mr. Dent. There is a bill coming up tomorrow that will have a 
greater effect upon your economy than what we are working on today. 

That is all, Mr. Chairman. 

Mr. Roosrevett. Mr. Hiestand ? 

Mr. Hrestanp. Mr. Deines, in further following up Mr. Roosevelt’s 
question of the effect or the previous adjustment in the minimum wage, 
you stated that it increased the mechanization. How much did it de- 
crease the employment ? 

Mr. Detnes. I do not have any specific figures. 

Mr. Hresranp. Would you venture, either one of you, some sort of a 
guess, percentagewise ? 

Pc EINES. There have been estimates of possibly 25 percent de- 
se, 

Mr. Hresranpv. You could say, certainly, there was a substantial de- 
crease, could you? 

Mr. Dernes. Yes; I think so. 

r. Hrestanp. Thank you. 
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Mr. Anson. Answering Mr. Hiestand further, that is very definitely 
demonstrated, and I think it is in the record from the New Orleans 
hearing. We cited the Valley Fruit Co. They reduced theirs better 
than 40-some-odd percent with mechanization. That was on the othe 
increase. What they will do this time, I don’t know. 

Mr. Hrestanp. They reduced their employment about 40 percent! 

Mr. Anson. About 40 percent. They were the outstanding one of 
all. They reduced it immeasurably. We didn’t think such a thing 
was possible. 

Mr. Hrestanp. Would you like to dig up those figures and docw- 
ment that for the record ? 

Mr. Anson. You have the figures for the New Orleans thing. 

Mr. Hrestanp. Excuse me. If they are in the record, thank you 
very much. 

Mr. Roosevert. I had just one other question. 

When these vegetables are harvested and brought into the packing 
plant, let’s say it starts up at midnight, how much time would 
worker have to wait before they actually went to work ? 

Mr. Anson. We don’t start at midnight. 

Mr. Rooseveit. Whatever time you might start, then. 

Mr. Anson. We start in, Congressman, at 4, 6, 8 o’clock, depending 
entirely on the crop. If it is tomatoes, they will run, maybe, to 1 or? 
or 3 o’clock in the morning. 

Mr. Roosrveitt. How much waiting time does the employee put in! 

Mr. Anson. There is no waiting to it. They are notified when to 
be there. They know from past experience when the crop will bk 
ready. 

Mr. Roosevert. You can at least judge it so that there is no wasted 
time on the part of the employee. They report to work and go to 
work? 

Mr. Anson. Yes, sir. We learned the hard way on the waiting 
business, so we learned how to notify them ahead of time. 

Mr. Roosrverr. Thank you very much, gentlemen. We do appre 
ciate what you have brought us today. As you have pointed out, the 
committee files are quite full of previous history which was presented 
to the committee, as well as the hearings which were held in Nev 
Orleans. We appreciate the fact that you took the trouble to come 
back. 

Mr. Anson. Mr. Chairman, it is very understandable in Mr. Dent’ 
question about the tomato people going across the river. That differ 
ence in the wage scale has a very influencing effect. They grow thelt 
stuff over there so much cheaper than we do that it is pathetic. 

Mr. Hrestanp. You are ata disadvantage. 

Mr. Anson. Definitely. We have been training them for 50 years 
and now they are our worst competitors. 

Mr. Hresranp. And this would make it worse. 

Mr. Anson. Definitely. 

Mr. Dent. You taught them how? 

Mr. Anson. That is the truth. We hate to admit it, but we mate 
good growers out of them. 

Mr. Roosrevert. Thank you very much, gentlemen. 

The committee next has the pleasure of welcoming the Honorable 
Thomas B. Curtis, of Missouri. F 

Congressman Curtis, we are very happy to have you with us today. 
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STATEMENT OF HON. THOMAS B. CURTIS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSOURI 


Mr. Curtis. First, let me say, Mr. Chairman, that I deeply appre- 
ciate the committee giving me the time to appear and make these re- 
marks, I think it is important that we who serve on different commit- 
tees from time to time, as the studies in one committee touch upon the 
studies of the other, try to do what we can to coordinate the informa- 
tion that we acquire. I am appearing here to a large degree as rank- 
ing minority member of the Joint Economic Committee because I be- 
lieve I could, and indeed should, review the economic polic 
considerations involved in the minimum wage as our studies reveal. 

Of course, I am speaking only as an individual but, nonetheless, this 
is a matter that we touch on constantly in our hearings over the period 
of years. 

Fioind to discuss very generally two matters: (1) The purpose of 
a minimum wage, and (2) The guidelines which should be used in 
evaluating proposed changes in the minimum wage. 

It is my intention to cast a general framework for your considera- 
tion of the legislation before you. I do not intend to endorse or 
oppose specific bills, I am trying to raise the right questions, not 
assert answers, 

PURPOSE OF A MINIMUM WAGE 


First let us consider the purpose of having a minimum wage, 
the philosophy which underlies the Fair Labor Standards Act. We 
cannot begin to know what is the right level or amount of coverage 
of that minimum wage unless we first have a general philosophy of 
what we are aiming to accomplish. 

The original and continuing purpose of the minimum wage is 
humanitarian. The philosophy is that through legislation we can 
materially improve the income position of people who are in a weak 
bargaining position. 

By setting a floor under wage rates, we attempt to prevent unfair 

exploitation of those workers who are on the fringes of the labor 
market. We attempt to ensure them at least a decent wage. 
_ Related to this basic philosophy of the minimum is the notion that 
it is an unfair method of competition on the part of employers to 
gain a cost advantage at the expense of workers who find themselves 
ina weak bargaining position. 

I think it is important to note three characteristics of the minimum 
wage as we have it in the Fair Labor Standards Act. 


A TRULY MINIMUM WAGE 


First, since this act has been law, the minimum wage has been truly 
4minimum. It has not been set at a rate which lies well up the wage 
distribution, necessitating large changes in wages along a broad front. 
It has instead been set near the very bottom, thus benefiting the 
specific group of lowest-paid workers. 

A Cornell University economist, N. Arnold Tolles, pointed out this 
fact at a meeting in Washington last year, when he said: 


When we come to assess the results of these minimum wage laws and regula- 
tions, we need to remind ourselves, once more, of their very special objectives. 
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In the United States (and in Great Britain), legal minimum wage regulatiq 
has, by and large, been devoted to the limited purpose of raising the wages of 
the lowest-paid workers, constituting a small minority of the whole body ¢ 
employees. For example, just before the present $1 minimum was put inty 
effect, only about 10 percent of the covered workers were receiving less tha 
$1 an hour. 

The limited nature of this objective is important to understand, 
We sometimes hear discussion of the minimum wage based on terms 
of what would be necessary to support a family with two children 
Actually if we are setting a rate for the lowest paid marginal workers 
those on the fringes of the labor market, we very probably are no 
dealing with very many family breadwinners. To the extent we ar, 
many will involve families with more than one income earner. 

It has been estimated that the minimum decent budget for a city 
family of four, at present price levels, would require a wage of $2.%, 
It would be almost impossible to set a minimum wage in terms of th 
needs of a large family. If we did, it would be far higher than th 
amount which is necessary for young single people or housewives 
whose husbands are working but who want a little more income. 

Furthermore, a minimum wage high enough to afford a decent 
family income would probably be too high for many of these other 
marginal workers to find employment. 

To some extent, this is a question of degree. Whenever we havei 
minimum wage law we inevitably make it impossible for a few w 
fortunately disadvantaged people to find work in covered industries 
These people may find work in uncovered industries or they may mor 
properly be welfare cases. They are so few, and the positive bene 
fits of having a minimum wage to protect and assist a much large 
number outweigh the very minor adverse impact. 

On the other hand, if we were to set a minimum so high as to e 
fectively bar from the labor force all those who do not have the pr 
ductive capacities of a family breadwinner—this would clearly hk 
going too far. So I think we have to remember the limited objectin 
of helping those at the lower end of the wage scale. 


COVERAGE IS LIMITED 


The second characteristic which I would like to point out is that tht 
minimum wage has always been limited in coverage. We have nevt! 
tried to apply the law to each and every worker in all industries ani 
types of jobs. Even within the basic industries that are covered, tht 
law has provided for reduced rates for learners and special exemptiols 
for particular groups. 

The chief limit on coverage originated, of course, in constitution! 
considerations. The jurisdiction of the Federal Government in th 
wage-hour field was confined to interstate commerce. 

I think this has worked well because we have found that when the 
Federal Government sets an example of this kind, competition in low 
labor markets can help to raise wages in uncovered industries as wel 
Thus when we speak of an industry being exempt, it is not exemp 
from the effects of a minimum wage increase. 

For example, if in a small town the dominant plant is required # 
raise its lowest wage scales to a new Federal minimum, every re 
establishment and other local businesses are going to find themse 
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gradually tending to match the increase. They will have to, to keep 
their employees and forestall dissatisfaction. 

I mention this matter because your subcommittee has before it a 
number of proposals to cepand the coverage of the law in a major 
way. Ido not know what the constitutional problems might be. I do 
know, however, that this would represent a significant shift in the way 
we have used the law before. Such sanadihiy, apparently ignore the 
indirect benefits which uncovered workers already gain from the Fed- 
eral law. 

We all recognize that very considerable administrative problems 
would arise if some of the presently exempt industries were brought 
under coverage. My inclination 1s to question whether we really 
want to move toward a major broadening of coverage. Why get into 
the difficult administrative areas as long as the economic purpose is at 
least partially served under present arrangements? Perhaps it would 
accomplish the objectives better to limit the law to areas which lend 
themselves readily to enforcement. 


PERIODIC REVIEW OF THE ADEQUACY OF THE MINIMUM 


Finally, we have always considered the Federal minimum wage as 
requiring reappraisal periodically and upward adjustment. We have 
never viewed our minimum as an immutable rockbottom. 

In the original law, provision was made for two increases subse- 
quent to the initial 25-cent rate. Then in 1950, we provided a long 
overdue raise to 75 cents. In 1956, it was further increased to the 
present $1. Further revision is safe to predict. 

In my judgment, the principle of periodically reviewing the ade- 
quacy of the minimum wage is important. It ain Sh our characteris- 
tic American view of progress. Just as we revise social security bene- 
fits from time to time, so we revise the minimum wage. In a dynamic 
economy, the consensus of what constitutes “fair labor standards” 
should rise over time. 

_This, of course, brings me to the other major subject which I would 

like to discuss with you. Inherent in the idea of periodic review is 
the necessity of picking guidelines to be used in evaluating possible 
changes in the minimum wage. 


GUIDELINES FOR INCREASING THE MINIMUM WAGE 


The job of evaluating increases in the minimum is, I suspect, much 
easier than it would be to set a minimum when one had never existed 
before. At least we are not starting from scratch. Several possible 
criteria need to be considered. 


ADJUSTING FOR INFLATION 


_ The least controversial criterion for changes in the minimum wage 
18 inflation. If we failed to increase the minimum wage following 
’ round of general price increases, we would in effect have reduced the 
minimum’s real value. A $1 minimum wage, following a 10 percent 
price-level rise, has been reduced in real value by 10 percent. 

Since the March 1956 increase, the Consumer Price Index has gone 
up a little less than 10 percent. 
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However, it is not clear whether this implies an adjustment of the 
full amount in the minimum. If we look at changes in the Consume 
Price Index over the last few years, we note that the index has bee 
strikingly stable since 1952 except for one specific period, March 19% 
to March 1958. But if we consider the nature of inflationary pres 
sures, we know that they simply do not turn off and on and off again, 
as the index would imply. 

We also know that measuring the cost of living is very difficult and 
that the Consumer Price Index is not a perfect measure—a point 
which has been called to the attention of the Joint Economic Com. 
mittee repeatedly during my years of service there. 

I want to make it quite clear that I am not critical of the Bureau of 
Labor statistics methods; on the contrary, they do an extraordinarily 
good job in a most trying field. It is the concept of the price level 
which makes it difficult to measure. 

What I am pointing out is this: Some of the inflation which ow 
measurements ascribe to the period since March 1956 may more realis 
tically be spread over a longer period, going back somewhat. befor 
March. Therefore, we might not want to use the full measure of pric 
rise since March 1956 as a criterion for presently adjusting the 
minimum. 

Nevertheless, it is clear that inflation is one legitimate guidelip 
for adjusting the minimum wage. 


ADJUSTING FOR PRODUCTIVITY CHANGES 


Another guideline which has been frequently advanced in evalt- 
ating minimum wage changes is productivity change. The issue 
which this guideline raises are more complex. 

The increase in man-hour productivity of the economy as a whol 
is frequently cited as a rough measure of the improvement in living 
standards of our people. This is true, stated in general enough terms 
because the amount of increased real income we can enjoy is directly 
a function of the amount of goods and services we can produce. We 
cannot consume what we do not produce. 

If we wish to advance the real value of the minimum wage, We 
might consider the increased average standard of living as evidene 
to weigh. However, I would earnestly caution against any crude ap 
plication of man-hour productivity statistics to minimum wag 
changes. 

First, there is a question of whether we should use nationwide aver 
age productivity trends or individual industries’ or firms’. As @ 
indication of improved living standards on the average, national pr 
ductivity trends are relevant. As an indication of ability to pay! 
higher minimum, industry productivity trends are far more relevatt 
We will deal with this point more in a minute. 

Second, the national average productivity change has two coll 
ponents: (1) Increases or decreases in output per man-hour withi 
various industries; and (2) shifts from low-productivity industrié 
to high-productivity industries and vice versa. In the past, the US 
productivity advance has been in both of these components, As # 
example of the second effect, we have been moving resources out 
agriculture into industry. Thus even if there had been no improve 
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ments in efficiency at all, we would show statistically a national aver- 
increase in productivity. 

Third, productivity statistics are a nightmare of measurement difli- 
culties. Conceptually they are even difficult to consider. For ex- 
ample, how do we begin to measure the productivity of government 
workers? Has the productivity of Congressmen increased or de- 
creased, in the economic sense? In the case of schoolteachers, don’t 
we want their productivity to go down—lower teacher-pupil ratios? 

I would particularly advise against using year-to-year changes in 
the statistics on manpower productivity. A glance at the wide varia- 
tions from year to year should be enough to throw up a yellow light 
here. 

So it is clear that, as a guideline for changes in the minimum wage, 
productivity changes can at best be suggestive. 


ABILITY OF EMPLOYERS TO ABSORB A HIGHER MINIMUM 


Ultimately, one of the most important guidelines for increasing the 
minimum wage must be the ability of employers to absorb an increase. 
If we jump too fast, employers whose wage costs are drastically af- 
fected might be thrown into serious trouble. We must remember that 
any major dislocations which resulted from going too fast would be 
felt not only by low-wage employers but also by their employees, the 
very people whom a minimum wage seeks to help. 

IT am aware that employers and their representatives have consist- 
ently overemphasized the adverse effects which proposed minimum 
wage increases would bring. However, I think the danger of going 
too fast too soon is very real and not to be cavalierly dismissed. 

Appraising the potential impact of various proposed minimum 
wage increases is a subtle problem, involving many factors. We must 
consider the amount of the increase. The lapse of time since the last 
minimum wage change is relevant. Economic developments during 
that time affect both the evaluation of the appropriateness of the pre- 
vious increase and the possible effects of the proposed ones. Economic 
developments anticipated in the months ahead are important. The 
coverage of workers is involved, as well as any proposed changes in 
coverage. 

There is a structure of wages in our economy, ranging from those at 
the minimum, a relatively small number, through the great bulk of 
workers at around $2 or $2.50 per hour, and tapering off with the 
highly skilled people earning $3.50 and $4 per hour, again a small 
number. Raising wages at the minimum has a rippling effect on this 
whole structure. At first only those below the new minimum are af- 
fected, so that the structure becomes distorted. However, as time 
passes, the natural and powerful tendency is for the rest of the struc- 
ture to shift up to restore the differentials. 

This matter of successfully absorbing increases in the minimum 
wage seems to be a very important guideline to legislation. We must 
be ready to evaluate the effect on a business establishment’s capacity 
to provide employment opportunities. If an increase can be readil 
absorbed, the minimum wage helps the lowest paid workers. If it 
causes dislocations and unemployment, it hurts them. 
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LEARNING FROM PAST EXPERIENCE 


In some respects I believe the best way to appraise proposed mini- 
mum wages is to look at (1) how well previous increases were ab- 
sorbed ; (2) the estimated impact of proposed changes, as compared 
with the impact of previous changes; and, most important (3) differ. 
ence and similarities in the conditions gorge | then and now. 

As a preliminary step, we might look at the overall impact in terms 
of the number of covered workers who earned under past and proposed 
new minimums, as estimated by the Labor Department. 


(The data referred to follow :) 


Overall impact of proposed new minimum wage rates (compared with impact 
of previous increases) 








Number of | Employes 
Date of survey Effective date of | Wage employees affected as 
new minimum level affected ! percent of 

total! 
EE OS SERIES AE ae a ES Jannary 1950 2... $0. 75 875, 000 66 
Bn oncanacaikechotkbnosdsvessdanuwuaeded March 1956 3_._. . 90 817, 000 45 
1.00 1, 282, 000 10.2 
RS eS ee PS oe eS |e 1.10 1, 109, 000 ra! 
1.15 1, 500, 000 1s 
1.25 2, 200, 000 155 

















1 Manufacturing only. Figures refer to number and percentage of employees earning less than wag 
level indicated. 

2 14 months’ lag. 

$23 months’ lag. 


Source: U.S. Department of Labor. Report submitted to the Congress in accordance with the requir 
ments of sec. 4(d) of the Fair Labor Standards Act, 1959. Part II: “Minimum Wages Under the Fair Labx 
Standards Act: Data Pertaining to an Appraisal of the $1 Minimum Wage,”’ p. 13. 

Mr. Curtis. This table implies that the direct impact, in this broad 
overall measure, was greater in the 1956 increase to $1 than in the 19%) 
increase to 75 cents. In fact, the proposal at the time to confine the 
second move to 90 cents was in part based on this analysis. 

There is some evidence that the establishment of the $1 minimum 
wage in 1956 created more problems of adjustment than did the 199) 
75-cent rate. 

Mr. Chairman, I want to say at this time that I supported the dol. 
lar minimum. I thought that it should be $1 instead of 90 cents 
If I am being critical, I am criticizing myself as well. I still think 
it was a wise thing to have done. 

On the basis of comparisons between 1950 and 1956 studies, the 
Secretary of Labor concluded: 

* * * it is evident that the impact of the $1 minimum in 1956 in the low-wage 
industries was greater than that of the 75-cent minimum in 1950. 

The secretary went on to make this highly relevant comment abot 
the experience in 1956: 

I think it fair to conclude from the available evidence that the increase! 
wage costs connected with the minimum wage had an adverse effect on employ 
ment in the low-wage industries, which cannot be explained in terms of gener 
weakness in the overall economic situation or adequately explained in terms of 
long-run or special circumstances in the low-wage industries involved. 

In light of this evidence, it would be my suggestion that we woull 
certainly not want to risk an impact greater than that experienced 
1956. 
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For example, the evidence appears overwhelming that the impact 
of another 25-cent increase now would be vastly greater than it was 
in 1956. Less time has elapsed since the last increase. Wage distribu- 
tion studies suggest that differentials have not as yet been fully re- 
stored. Inflation has been less since the previous increase. Nor would 
we want to count on another 2-year spurt in prices such as occurred 
between March 1956 and March 1958. We survived the 1956 action; 
but we assuredly would make a mistake to conclude that we could 
repeat the step again right now. 

or studying the relative impact which various alternative courses 
would have now and comparing them with the 1956 experience, I 
would like to recommend to you the Labor Department’s Report sub- 
mitted to the Congress in accordance with the requirements of section 
4(d) of the Fair Labor Standards Act, 1959, part II.. May I invite 
your attention especially to tables 9-13 on pages 16-19. There are 
valuable indications of where and how much would be the impact of 
changes. As I look at these tables, I am impressed with the relatively 
greater concentration of workers at the present $1 minimum as com- 
pared with the concentration at 75 cents during the last change. This 
istrue of each industry which was surveyed. 

Incidentally, while I recommend your study of these tables, I 
also caution you not to try to draw exact conclusions from them. 
Some of the severe shortcomings in these statistics were recently 
brought to light in an April 1960 Southern Economic Journal paper, 
by George Macesich and Charles T. Stewart, Jr. 

In conclusion, Mr. Chairman, may I say an able analysis of over- 
all “effects of a minimum wage upon the economy as a whole” was 
undertaken as early as March 1940 by Weir M. Brown, writing in 
the American Economic Review. His conclusion was one which 
seems to have been generally agreed to by most economists since 
then: namely, first, that a minimum wage can materially aid those 
at the lowest end of the wage scale without undue disruptive effects, 
and second, that beyond a certain point difficult to determine ad- 
verse effects will outweigh the benefits. 

Professor Brown’s conclusions stand the test of time well. It is 
worth quoting his concluding two summary paragraphs: 

It seems probable that adoption of a wage which would raise considerably 
the incomes of those who formerly had been receiving the very lowest incomes 
and which would bring the wage scales of all firms into some rough conform- 
ity with the marginal productivity of the system would be likely to be fol- 
lowed by more consequences favorable to the maintenance of the level of em- 
ployment than unfavorable. And it is possible that in some circumstances 
there might even be some increase in employment. 

On the other hand, however, there undoubtedly exists at a given time a zone 
beyond which the wage could not be set without producing more adverse ef- 
fects on employment than beneficial ones. The various unfavorable reactions 
on entrepreneurial expectations which might be produced by a large increase 
in wages serve to limit the heights at which the minimum wage might be set 
in a noncollectivist economy. 

In my judgement, the philosophy behind minimum wage legisla- 
tion is a good one. It represents reasonable and fiir economic pol- 
ley. What we must work to develop are effective guidelines for ap- 
praising changes in the minimum wage reflecting this country’s 
widely shared economic progress. ; 
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I hope these general remarks are useful to your subcommittee’s de 
liberation. 

Thank you for allowing me to appear. 

Mr. Roosrvett. I would like to thank you, and I am sure that th 
chairman, if he were here, would like me to tell the gentleman that 
he has made a fine contribution to the committee. I thoroughly 
agree with your concept that where we have committees that. touch 
on each other’s work that a lot more cooperation would benefit the 
work of the Congress considerably. 

I think you have stated the philosophy excellently. That is the 
problem which we are struggling with. We really have two, you 
might call them extremes, one being H.R. 4488, of which I am the 
author; and let us say that the other one is the administration bill 
They do approach the problem somewhat differently, especially in 
the coverage field. We hope to ve able to work out something that 
will be satisfactory. 

I am impressed particularly, I would like to say to the gentleman, 
by his willingness, in the coverage field, to note that there would he 
areas where probably this would be adv antageous, and I think in the 
long run, as we go on looking at this, we reduce the unfair competitive 
advantages as we eliminate those who perhaps are exempt, if their 
reasons for exemption can be, perhaps due to progress, no longer justi- 
fied or not as well justified as they have been in the past. 

I would like to thank the gentleman very much. 

Mr. Curtis. Thank you. 

Mr. Rooseverr. Mr. Hiestand ? 

Mr. Hiestanp. Mr. Chairman, I cannot help but comment on this 
statement and its logic. I am very much impressed and I am mor 
impressed than ever ‘that maybe we should have some more informs 
tion based on the findings of the Joint Economic Committee. That 
could be more important than any other phase of the problem we ar 
discussing. I cannot help but compliment the gentleman on his rea- 
soning and his logic and application of their findings to our problem. 

Before we adjourn the hearings, I certainly would like to haves 
chance to study a little bit more into it. This little table in his 
statement needs some study. Every part of it needs study. 

I do not have any questions at the moment, but I certainly appre 
ciate the gentleman’ s bringing the material from the Joint Economie 
Committee in to our consideration. 

Mr. Curtis. I thank the gentleman. I might say, of course, the 
Joint Economic Committee is not a legislative ‘committee, and I think 
that is one of its virtues, that we can endeavor to make objective 
studies not directed to specific legislation. But I have long felt that 
frequently we do not get, whatever our information is, the inform* 
tion available to the legislative committees. 

Again I want to emphasize that these are my views and not thos 
of the Joint Economic Committee. We have not, and I wish W 
would, take this statement I have prepared and conduct studies along 
that line without havi ing breathing down our backs specific legislatio 
such as this committee is concerned with. We could be a lot mor 
helpful, certainly, than this statement I have prepared, in developing 
guidelines and suggesting statistical areas that would be helpful 
the committee in reaching conclusions. 
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Mr. Roosevett. Wasn’t that one of the major purposes of the origi- 
nal organization of the Joint Economic Committee ? 

Mr. Curtis. No. You know, it is a strange thing, but the com- 
mittee’s name was originally the Committee on the President’s Eco- 
nomic Report; it’s purpose to take that report and study it. Many 

ple felt that the President’s Council of Economic Advisors would 
be the big advancement. I have heard many people comment that 
the development of the Joint Economic Committee, itself, has been 
a most unusual one. Certainly it is, though, along these lines that I 
think the committee could serve a better purpose. 

Mr, Roosevetr. I would agree with that. 

For instance, one of the things that is noted in here is that the Secre- 
tary, under the Fair Labor Standards Act, is required to submit his 
annual report. As a committee, I think I can say honestly that re- 
ceives very little consideration. It may receive some staff considera- 
tion, but it receives very little consideration because it is not directly 
aimed at a specific piece of legislation until the’'time comes. I think 
the Joint Economic Committee could be of great assistance in pointing 
up to the committee and to all the legislative committees, specific com- 
ment as to the report, or, in this instance this particular report but 
certainly not limited to this. 

Mr. Hresranp. I suggest that maybe that is one of the greatest 
weaknesses in our present legislative setup, that we have exhaustive 
studies made, not only by the Joint Economic Committee but various 
other committees or study groups, and they are filed away and nothing 
done with them. 

If we can utilize the evidence that your committee digs up in this 
and other comittees, I think it would be to a great advantage for the 
legislative committees as a whole. 

Mr. Curtis. I would like to make one comment on that. I have been 
trying for some time in my own committee, the Ways and Means 
Committee, to take up the annual report that we have required the 
executive department to make through the Tariff Commission on the 
operations of the reciprocal trade act. The first report filed under 
legislative direction was an excellent one, but no one paid any atten- 
tion to it. Our committee did not even look at it. Each year the 
report, and, naturally so, becomes less valuable. No one spends the 
time that should be spent on it. I would like to have our Ways and 
Means Committee hold annual hearings on the report on the operation 
of reciprocal trade. In that way we would be in touch with these 
economic factors which we really need to know if we are going to 
legislate intelligently in that area. 

Mr. Roosevett. Mr. Pucinski. 

Mr. Pucryskr. I would also like to congratulate the gentleman for 
his statement. I wonder if the gentleman could tell me whether or not 
the Joint Economic Committee in its analyses has ever made a study 
to see what impact the disproportionate salary standards in many of 
the Southern States is having on areas like Chicago or New York, or 
Philadelphia. 

Mr. Curtis. No, we have not, but I might say that is an excellent 
thought. It is something that I think we well might undertake. We 
haven’t made such a study. 

55097—60—pt. 321 
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Mr. Pucinskxtr. As I look at this particular piece of legislation, this 
legislation is designed, among other things, to try and equalize, tp 
some degree, the salary structure across the country, so that we, for 
instance, in Chicago, will not continue getting 2,000 families a week, 
as we are now, seeking higher economic levels. 

You can certainly appreciate the problems that that is causing ty 
the large industrial cities such as St. Louis and the various others, 

I wondered if there was any information available from the Joint 
Economic Committee on what effect this disproportionate ratio 
having on these northern cities, the large industrial centers. 

Mr. Curtis. Your comments are excellent and I am embarrassed 
that I did not refer to that in my report. 

The answer is no, we have not, and that is another factor in the 
minimum wage philosophy. I agree with the gentleman. I am going 
to take that thought along with me. We have not done anything in 
that area, and the very fact that I omit reference to that in my paper, 
which I spent some time preparing, is an indication that we have net 
been thinking along those lines. I think we well could. 

Mr. Pucrnsxr. Thank you very much. 

Mr. Roosrvetr. Thank you very much, Mr. Curtis, for a very fine 
presentation. 

Mr. Curtis. Thank you. 

Mr. Roosrvett. The committee will next hear from the National 
Association of Amusement Parks, Pools and Beaches, to be repre 
sented by Mr. John S. Bowman. I believe our colleague from Masse 
chusetts, Mr. Boland, is here. 

Mr. Botanp. Mr. Chairman and Gentlemen, I want to express my 
appreciation for the opportunity of presenting the spokesmen for the 
National Association of Parks, Pools and Beaches. I am particularly 
delighted to come here in the presence of a close personal friend of 
mine and a very distinguished good citizen of our community who, 
21 years ago, came to the eastern end of our commonwealth, Agawam, 
Mass., in my area, and picked up a bedeviled and broken-down amuse 
ment park, a pile of rubbish, and has now built it into one of the finest 
amusement parks in the Nation, with a bow to our friend Abe Baker 
from Glen Echo Park in Maryland, and to others. He comes here & 
the spokesman for the national association. They do have a problem 
with this legislation. 

I am pleased to present Mr. Edward J. Carroll, as spokesman, at 
companied by John S. Bowman, executive secretary, NAAPPB, and 
Abe Baker, Glen Echo Park, Maryland. 

Mr. Roosrvetr. Gentlemen, we are very pleased to have you here 


STATEMENT OF EDWARD J. CARROLL, NATIONAL ASSOCIATION OF 
AMUSEMENT PARKS, POOLS, AND BEACHES; ACCOMPANIED BY 
JOHN S. BOWMAN, EXECUTIVE SECRETARY, AND ABE BAKER 
AMUSEMENT PARK OPERATOR, GLEN ECHO PARK, MD. 


Mr. Carrotu. I am Edward J. Carroll. I operate an amusement 
park at Agawam, Mass., and appear here today as the spokesman for 
the National Association of Amusement Parks, Pools and Beaches 
We appreciate the opportunity to express our views in opposition to 
H.R. 4488 as it affects our industry. 
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As you may know, our association is a nonprofit organization com- 
posed largely of privately-owned amusement parks, kiddie parks, 
commercial swimming pools and beaches. 

Our business has never been included under the Fair Labor Stand- 
ards Act of 1938, but under the terms of House bill 4488 which would 
raise the minimum hourly wage to $1.25 and extend coverage to retail 
and service industries, we possibly would. I say this because we have 
long been characterized as a “service” industry. We were so char- 
acterized under prior Federal legislation enacted during the World 
War IT period. 

I feel that we should not be included in this House bill for a number 
of reasons, and will endeavor within the next few minutes to detail 
what purpose our entertainment and recreational medium serves, and 
also what harm would come both to our industry and to the people 
we serve if this bill would be enacted. 

There are nine principal reasons why we feel we should not be 
covered by this House bill: 

(1) The National Association of Amusement Parks, Pools and 
Beaches has a membership of over 400, and this membership is com- 
posed, in a large majority, of small picnic parks, kiddie parks, and 
a smaller number of larger parks and beach resorts. We also have 
a number of swimming pool members. Our beach resorts are not to 
be categoried with swank resorts such as Miami Beach, Palm Beach, 
Sea Island and other luxury resorts. 

(2) The parks and beaches mentioned above are not. designed to 
serve the carriage trade. We cater largely to the working and middle 
classes, Consequently, our prices must be moderate. The people 
who patronize our establishments are not those who hold memberships 
incountry or golf clubs, or who are able to travel to swank beach and 
mountain resorts, or who are able to travel abroad. On the other 
hand, it is our type of entertainment medium that helps the worker 
escape from his work-a-day world, and does a great deal to keep him 
and his family in the outdoors and happy. 

(3) Ours is a seasonal business. Our parks are open for business 
seldom more than 3 or 4 months a year, and give employment to 
thousands of high school and college students and to elderly people 
who supplement our regular year-round crew. In addition to being 
seasonal, we are at the mercy of the weather. Cold weather, rainy 
weather and discouraging forecasts drastically reduce business in- 
come. Consequently, we must operate longer hours when business 
is good in order to make up for the days when weather is bad. It 
would work a great hardship on us to have to limit the working hours 
of our employees as proposed under this bill. 

(4) Our maintenance staff and almost all of our key people earn 
much more than the $1.25 minimum which would be required in H.R. 
488, but we feel that summer employees who are untrained and 
unskilled and who do menial tasks in our business, which has many 
personal service aspects, should not all be categoried as they would 
be if this H.R. 4488 would be passed. Perhaps only 25 percent of our 
employees would be affected if this bill were passed, but if we had to 
pay the stated minimum wage under the act, it would be more than 
likely force us to increase our prices, which would then do two things: 
(1) It would not permit the great numbers of people whom we enter- 
tain to enjoy themselves as fully as they might with the cheap prices 
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which prevail in our industry, and (2) it may cause us to price ou. 
selves out of business. We, therefore, would find ourselves in tro 
as an industry with the resultant layoff of manpower which woul 
follow. 

(5) If we were forced to raise our prices to cover the resulting ip. 
creased overhead, we would most certainly drive a large number ¢ 
people away from us and to the free entertainment found on TY 
This proposed increase might also turn our patrons to the other com 
pletely publicly supported parks, pools and other municipally, State 
and federally financed recreation mediums. 

(6) Instead of creating increased prosperity, as the bill intends, 
would cause more unemployment and economic hardships. Employes 
who could not, for competitive reasons, raise prices enough to cove 


added labor costs would have to consider laying off some employees in}! 


order to keep wage costs in proper balance. In our industry, thi 
would surely involve high school and college students who sorely neg 
to earn money to help finance their education and a large group of 
deserving people, such as housewives who supplement their husbands 
earnings with part-time work, and elderly people, some of whom ar 
partially incapacitated, not to speak of the many widows who neel 
the income from summer employment to make ends meet. After work- 
ing for a period of 20 weeks, these widows and elderly people qualifj 
for unemployment benefits. If they are not employed in the amuse 
ment park or in resort work, they would doubtlessly be without em 
ployment altogether; but by taking this kind of employment, they 
become, nevertheless, qualified to obtain unemployment benefits for% 
weeks. 

(7) We would be hit two ways by the increased labor costs resulting 
from the higher minimum wage. Not only would we have to adjus 
salaries upward for employees now below that level, but also for thos 
above the level who would expect proportionate pay increases ti 
maintain existing wage differentials. 

(8) The whole measure is inflationary. Remember, the greatest 
threat to our great Nation today, aside from communism, is inflation 

(9) Our business is mostly all intrastate. We do not solicit am 
interstate business and our patrons come mostly from the immediatt 
trading areas of our respective communities. Occasionally, some 
our parks bordering other States have employee group picnics frou 
out of State, but these are few and far between. 

In view of these above points, we urge that the proposed act lt 
amended : 

(1) So that it may include provisions therein specifically exempting 
amusement parks, kiddie parks, swimming pools and beaches, 
affiliated enterprises operating solely in fixed places in the Unitel 
States. 

(2) So that no enterprise in this industry which operates for le 
than 6 months during the year consecutively would be subjected t 
the terms of this proposed act and the higher minimum wages al 
hourly regulations provided therein ; 

(3) So that no enterprise engaged in this industry should be sub 
jected to the provisions of this act which receives 90 percent or mot 
of its income from residents within the State in which the enterpr® 
is located and operated, or which purchases materials, supplies 
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equipment beyond State lines of an amount in excess of 10 percent 
of its total expenditures per annum; and 

(4) So that, finally, a specific definition of “interstate commerce” 
should be expressed in the act in order to avoid the necessity of re- 
sorting to the Courts for determination as to whether any particular 
enterprise is one doing business interstate or instrastate, the definition 
being so clear that necessity to resort to the courts may be entirely 
avoided. 

Again, I want to thank you gentlemen for the privilege of appearing 
before you and of explaining our problems that relate to this measure. 
We shall be glad to answer any questions you may have concerning 
the points we have outlined or anything about our industry which 
provides wholesome, family-type recreation for so many people. 

Thank you, gentlemen. 

Mr. Roosevetr. Mr. Carroll, thank you very much for a very con- 
cise and well-put statement. ; 

Before we ask you any questions, perhaps the other gentlemen have 
a comment. 

If not, Mr. Hiestand, did you want to pose a question ? 

Mr. Hixsranp. I am held to compliment Mr. Carroll on this state- 
ment. It is a very well thought out, brief and to the point statement, 
and it is pretty well documented. I appreciate Mr. Boland’s bringing 
you here and introducing you, and also convey regards for Mr. Kearns, 
who told me you were going to do a good job here. You certainly 
have so done. I have just one or two questions. 

The total employment covered by your group, your national] asso- 
ciation, the number of people is what ¢ 

Mr. Carroty. Between 400,000 and 500,000. 

Mr. Hiesranp. How many of them would you say are full time 
people ? 

Mr. Carroty, I would say about 10 percent. 

M. Hiestanp. Only about 10 percent. Ninety percent are part 
time ¢ 

Mr. Carrot. That is right. 

Mr. Hiestanp. How many of them, roughly, by estimate, would 


{}be paid presently below the minimum? Let’s say below $1.25. 


Mr. Carrot. All of them, all of the 90 percent. 
fog Hirstanp. And how many are below the present minimum 
Odi f 

Mr. Carroy. I would say 50 percent of that. 

Mr. Hizsranp. Then there would be at least 200,000 people directly 
affected if you were included, and all of them if the minimum were 
established at $1.25 ? 

Mr. Carrot. Yes, sir. 

Mr. Hrestanp. We have had testimony from other industries rather 
that the adjustment of the minimum upward has forced mechaniza- 
tion of an industry. Do you see in your industry any mechanization 
could be installed ? 

Mr. Carron. Yes, sir; for instance, on the cashiers, if an amuse- 
ment park now had, we will say, 20 rides, and they had a cashier in 
front of each ride, they can go into what is called a universal ticket 


andj System do away with the 20. Cut it down to approximately 5 on a 


universal ticket system. You go to five box offices and buy a ticket 
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that entitles you to go on any one of the 20 rides. That costs money tail | 
One of the reasons it is not done now is it is an outlay of capitaf such 
People are prone to go along with the system that they have had hk thin! 





fore. But this has happened. my < 
Mr. Hiestanp. If this were enacted into law, how much of a def decis 
creased employment could happen ¢ H 
Mr. Carroui. I would say 10 percent of the 400,000. exenl 
Mr. Hiesranp. You cannot mechanize much of it, just like cashie} mete! 
ing? M 
Mr. Carrotz. That is right. For instance, on a roller coaster, the M 
would go into electrical devices and things like that. “| Dep: 
Mr. Hiestanp. Has your industry increased substantially in recent M 
years or increased at all ? M 
Mr. Carrouu. It has increased. pres 
Mr. Hiestanp. In spite of television and so on? M 
Mr. Carroti. Well, the Congressman’s park in Agawam, Disney} °°" 
land, has given our business quite a shot in the arm. i 
Mr. Hiesranp. That is interesting. and 
Those are all the questions I had, Mr. Chairman. eri 
Mr. Roosrvett. Mr. Carroll, under the present statute, you are ne pen 
covered, is that correct ? arg 
Mr. Carroti. That is right. app! 
Mr. Roosrvetr. And I presume that is because no retail or servit M 
industries are covered. Is that right? to g 
Mr. Carroiy. Ibelieveso. disc 
Mr. Roosevert. Or is it because it is intrastate ? Fe 
Mr. Bowman. It is the intrastate factor. Most of our people fe’ this 
they do business intrastate and not interstate and, therefore, have ni (1 
been covered by it. But the peculiar wording of the bill needs clar: att 
fication. 
Mr. Roosrvetr. Do you consider yourself to be either a retail ori 
service industry ? M 
Mr. Carroiu. Service. (i 


Mr. Roosrve.t. You would consider yourself to be a service indwsp your 
try. Frankly, that is not my understanding or definition of whati plan 
intended. Service is to be connected to retail, and you would ni} W 
consider yourself to be in any way connected to retail, would you! | Cow 

Mr. Carrouu. In our places we have souvenir shops and camenf (i 
shops. Then, again, we have restaurants. } ther 

Mr. Roosrverr. Are those done by franchise or by the park, itself] M 

Mr. Carron. It varies. A lot of times it is done by the park, itsdlif son, 
and by franchise. It all depends. The larger parks mostly take cit] M 
of those things themselves. W 

Mr. Roosevett. So if the law covered that end of it, would it m0 sche 













however, affect the rest of your amusement services ? — pbut 
Mr. Carroii. Well, it is so tied in, where would we draw the lin} M 
Mr. Roosrvett. One is a direct sale of something that you domf M 
make or control. In other words, if you sell cameras, you don’t matt 
facture the camera or have any connection with it and your main bis} 81 
ness is merchandising amusement, not merchandising cameras. 
Mr. Carroxu. That is right. 
Mr. Roosrvetr. To me there would be quite a difference. It M 
present. somewhat of a complication because if, as undoubtedly thet May 


Cott 
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oner} tail trade would be covered, you might well be covered in the sale of 
pitalf such items as cameras and things that you would sell of that kind, I 
d bef think it is a point that we would want to study, because certainly in 
my opinion you would still probably be exempt under the intrastate 
a def decisions. 

Have you ever received from the Department, as an industry, an 
exemption on the basis of your being in intrastate business instead of 
shier.| interstate ? } 

Mr. Carroiu. No, sir. 
, the} _ Mr. Roosrve.t. That definition has never been firmly made by the 
‘| Department ? 

Mr. Carroti. That is right. 

Mr. Roosrvetr. I want to thank you, gentlemen, I think you have 
presented your statement very well. 

Mr. J. B. Younc. Mr. Chairman, we have four witnesses, but to 
conserve the committee’s time these witnesses will represent the four 
segments of the cotton industry most seriously affected by the wage 
and hour law. Actually, there are some 70-odd organizations that 
represent these 4 segments, but to save the committee’s time, these 4 

ntlemen will speak for all of them. So while it may appear to be a 
arge number of witnesses, it does save your time in the long run. I 
appreciate what your situation is. 

Mr. Rooseverr. I am afraid that we will have to recess for a while, 
to go to the floor on some very important legislation that is being 
discussed there. 

For that reason, the committee will stand in recess until 4 o’clock 
le fel this afternoon. ; 
vent (Whereupon, at 12:04 p.m. the hearing was recessed, to reconvene 
clan} 24 p.m. the same day.) 
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i] ori AFTERNOON SESSION 
ll or 


Mr. Roosrvetr. The subcommittee will be in order. 

Gentlemen, I think Mr. Hiestand may be coming over, but with 
indwf your permission, I think we will start. I do not know what your 
vhat if plans are, but we will be running late, anyway. 

Id nf We will now hear from che representatives of the National Cotton 
ou! — Council. 

amenp «Gentlemen, perhaps you would identify yourselves, if you will, for 
| the reporter so we have you in the right order. 

itself} =Mr. Mayes. Tam J. E. Mayes. With me is Mr. Funk, Mr. Patter- 
, itself son, and Mr. Sherman. 

ke cat} =Mr. Rooseverr. Thank you very much. 

| We are very appreciative, gentlemen, of your arranging your 
it MOF schedules so you could stay to this late hour. We apologize to you, 
} but there was really nothing the subeommittee could do about it. 

Mr. Mayes. We thank you for hearing us, sir. 

Mr. Roosrverr. Very well, Mr. Mayes, you may proceed. 





STATEMENT OF J. E. MAYES, ON BEHALF OF THE NATIONAL 
COTTON COUNCIL OF AMERICA 


Mr. Marrs. My name is J. E. Mayes. I am a cotton farmer from 
Mayesville, S.C., appearing here today on behalf of the National 
Cotton Council of America. 
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The Cotton Council, which has its headquarters in Memphis, Tenn, 
is the overall organization of the raw cotton industry representing 


cotton farmers, ginners, warehousemen, merchants, spinners, and ¢otf; 


tonseed crushers in the 19 cotton producing States. 

At the council’s last annual meeting held on February 8 and 9, 1969, 
two resolutions pertinent to the subject matter of these hearings wer 
unanimously adopted. One of these reaflirms the council’s opposition 
to any increase in the minimum wage and to any expansion of cover 
age of the present Wage and Hour Act. The other directs the counel 
to continue efforts to secure a realistic definition of the agricultunl 
exemptions provided in the existing law. 

The resolutions follow: 

That the council reaffirm its opposition to any increase in the minimum wag 
and to any extensiun of coverage under the present wage and hour law; and 
That attempts be continued to secure a realistic definition of “area of produ. 
tion” that will conform to the original intent of Congress and allow exemption 
to processors and handlers of cottun located in the cotton producing areas @ 
the country. 

Mr. Chairman, with me today are Mr. George Sherman, a war 
houseman from Haynesville, La.; Mr. Jack Funk, a ginner from Iy- 
ford, Tex.; and Mr. Robert Patterson, a cottonseed crusher from 
Trenton, Tenn. It is our purpose to outline for the subcommittee the 
effects which we believe H.R. 4488 and related bills would have on the 
cotton industry. As a farmer, I hope to be able to briefly lay befor 
you what I consider would be the detrimental results of this typed 
bill on cotton producers. The other gentlemen will explain to you how 
it would affect other branches of the cotton industry. In this way, W 
hope as concisely as possible to present to you the total picture. 

Let me add at this point, Mr. Chairman, that our testimony is de 
voted to H.R. 4488 and similar bills. We are, however, opposed to any 
legislation which would extend the wage and hour provisions of law 
to farmers. Several bills have been introduced during the current 
Congress to do just that, and while we understand that H.R. 448 
H.R. 7490, and related bills, are the subject matter of these heart 
we would like to make our position on this matter clear. Such legis 
tion would seriously handicap the farmer’s ability to farm, It would 
put him at the mercy of Government agencies which have little under 
standing of his problems and needs; and leave him open to the harast 
ment inherent in wage and hour legislation. Of even greater concef, 
it would seriously impair the farmer’s ability to feed and clothe fhe 
people of this country. 

H.R. 4488 would extend the coverage of the Wage and Hour Acti 
many industries not heretofore covered. It would increase the mil 
mum wage to $1.25 an hour, and it would eliminate the exemptia 
from the maximum hourly provisions of the law for industries of! 
seasonal nature and firms engaged in the first processing of agt 
cultural commodities. 

We feel that the proposed changes must be considered in light d 
their effect on the public as a whole. An increase of the amount pi 
posed in this bill would add to'the inflationary pressures already pre 
ent in our economy. It would do this first by the actual increase in tlt 
wage bill which raising the minimum 25 cents would occasion. 
readjustment te in differentials between various levels of et 
ployment and skills which such an increase would necessitate wo 
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add fuel to the fire. This rise in wage costs would be followed inevita- 
bly by an increase in prices with no increase in worker productivity. 

The effect on farmers of such a bill would be most serious. There 
isno doubt about the cost-price squeeze in which farm people are 
caught. In the last 10 years, farmers’ costs have risen 16 percent; 
farm prices have fallen 7 percent; and net farm income has dropped 
17 percent. An extension of coverage of the wage and hour law, plus 
any increase in the statutory minimum wage would further aggravate 
this situation. 

Agriculture is the one segment of the American economy which has 
not shared in the Nation’s generally high level of prosperity. In the 
Nation as a whole, the average hourly wage for all manufacturing was 
$9.29 in 1959. Overall hourly earnings in agriculture in 1959 were 
only 72 cents per hour. This is the realized return per hour to all 
farm labor and management. The average wage rate per hour for 
hired farm labor in 1959, not including room and board, was 95 cents. 
So it is obvious that the return to farm operators is even less than 72 
cents per hour. Government action that could cut even further into 
farm incomes is indefensible. 

Farmers must compete for labor in the general locality in which 
they do business. Consequently, any increase in the wage level in 
their community which would inevitably follow passage of this type 
of bill would of necessity force farmers to increase their wage rates. 
Increased labor costs would further cut net farm income. 

Increasing the level of wages to be paid by other business enterprises 
wherever located would reflect in the prices of goods and services which 
farmers buy and use in producing their crops and in family living. 
The result obviously would be higher costs and lower income. 

Elimination of the “first processing” and “seasonal” exemptions 
would add further to farmers’ costs. Cotton ginners and cotton ware- 
housemen, for example, perform services for the farmer for which 
they charge a fee. They are not in the cotton buying business. There- 
fore, any increase in ginning or warehousing costs will be passed back 
toand paid for by the farmer. These are cost increases which cannot 
be passed on through an increase in the price of cotton. They can only 
be absorbed by farmers, for individual farmers have no control over 
the price of their commodity in the market. Market conditions and 
Government programs—where applicable—determine the price of 
farm products. In the case of cotton, there is a competitive price ceil- 
ing beyond which we cannot go without suffering severe losses to our 
synthetic fiber competitors. 

On the average, about 108 man-hours of labor are required to pro- 
duce a bale of cotton in my part of the Cotton Belt—the Southeast, 
that is South Carolina, Georgia, Alabama, and Florida. In the delta 
area—Mississippi, Arkansas, Louisiana, and Missouri—about 101 
ours are necessary to produce a bale of cotton. 

Should this bill be enacted and a southeastern cotton farmer in com- 
peting for labor be forced to pay $1.25 per hour, his labor costs alone 
would, on the average, be $135 a bale or 27 cents per pound. Cur- 
rently, the price received by farmers for cotton is 29 cents per pound. 
The absurdity of this situation is apparent. : 

Labor costs, of course, are only one of many involved in growing 
a bale of cotton. There is the additional cost of seed, fertilizer, in- 
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secticides, herbicides, defoliants, interest charges, taxes, depreciation, 
ginning charges, and machinery to be considered—al] necessary to our 
farming operations. It is obvious, therefore, that a cotton farmer in 
the Southeast could not pay $1.25 cents an hour. 

Faced with such a situation we have, of course, several alternatives 
We can quit growing cotton and shift to livestock, or some other 
enterprise to cut down on our labor requirements. But a shift to 
one or more of these alternative enterprises would increase the com 
tition faced by “traditional” producers of the commodity into whid 
we moved. 

I can’t help but feel that every member of this committee, whatever 
his position on these bills, will see immediately that such a move would 
be uneconomic f#om every standpoint—as well as unfair. 

The South is essentially a cotton-growing area. We know howto 
grow cotton. We have been doing it for a long time. But we can 
grow almost anything else, whereas few sections not now growing 
cotton, because of weather or for other equally good reasons, can’t 
grow it. For us to change to something else hurts everybody, and 
helps no one. 

Another choice which a farmer might have is to mechanize in the 
hope of cutting his costs to the point where he can operate profitably. 
There are many advantages of mechanized farming. Mechanization 
is the key to efficient operations. Farmers are doing as much as they 
can to mechanize, which will force much labor to industrial areas 
But there are many farm units that are too small for any appreciable 
amount of costly machinery. There are many areas where the topog- 
raphy of the land precludes mechanization. Complete mechanization 
is impossible for many farmers. I don’t believe the Congress would 
want to take the responsibility of driving this type of farmer from 
his land. 

And, of course, there is the choice of quitting farming altogether. 
Many are doing so, and I feel sure many more will do so as it becomes 
impossible to make a living on the land. But here again I want to 
emphasize that economics should be the determining factor and that 
Congress should not legislate them off the land. 

Mr. Chairman, instead of further narrowing the agricultural er 
emptions of the present law, and adding further to the cost burdel, 
we urge this subcommittee to approve an amendment to the wage and 
hour law as embodied in S. 1874. This bill would define these exemp 
tions as Congress originally intended. 

The extent to which the exemptions have been narrowed is illus 
trated by the current definition of that provided in section 13 (a) (10) 
of the existing act. The Fair Labor Standards Act exempts firms et 
gaged in the handling and preparation of agricultural commodities for 
market within the area of production. But the determination of what 
constitutes the area of production is left to the Labor Department. 

Under the law, cotton gins and warehouses located in the area of 
cotton production are exempt from the wage and hour provisions 
of the act. But the definition of area of production has practically 
nullified this exemption. 

The definition is such that the location of a cotton gin or ware 
house with respect to population centers is the test for exemption 
rather than the location with respect to cotton production. ‘The ]a¥ 
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says absolutely nothing about such criteria. It says, rather, that 
ins and warehouses will be exempt if they are located where cotton 
is grown. 

This definition is based on a manipulated formula designed to cir- 
cumvent the clear intent of Congress. Congress is left with no al- 
ternative other than writing into law a definition to carry out its 
intent. 

The witnesses following me will discuss in detail the extent to 
which the agricultural exemptions have been narrowed by executive 
interpretation and definition. I support their statements whole- 
heartedly and urge you to give them careful consideration. 

In closing, let be submit that the need at present is not for an in- 
crease in the minimum wage or an extension of the existing act’s 
coverage. Rather, the compelling need is to approve greatly needed 
changes in the agricultural exemptions as detailed in S. 1874. The 
problems facing farmers are difficult enough. They should not be 
compounded by the passage of legislation such as H.R. 4488. 

Thank you for giving us an opportunity to present our views to 
the subcommittee. 

Mr. Chairman, the next Cotton Council witness is Mr. Jack Funk, 
of Texas. 

Mr. Rooseverr. Would you prefer to present all of your testimony 
before we ask questions ? 

Mr. Mayes. If you don’t mind, sir. 

Mr. Roosevett. You go right ahead. 


STATEMENT OF JACK FUNK, IN BEHALF OF THE NATIONAL 
COTTON COUNCIL AND THE TEXAS COTTON GINNERS ASSOCIA- 
TION, INC. 


Mr. Funk. My name is Jack Funk. I live in Lyford, Tex. I 
am a cotton ginner and grower. My purpose in appearing before 
you today is to bring information to the committee which I believe 
important and vital to the welfare, and in particular to the agricul- 
ture, of this Nation. Perhaps more than ever before, farmers are 
now fighting for their very existence. This is true in every segment 
and area of agriculture I know. On the one hand, farmers costs are 
increasing very rapidly, while on the other hand their incomes are 
generally declining. The President’s economic report shows that 
the parity ratio decreased from 107, in 1951, to 77 at the beginning 
of 1960. The parity ratio, as you know, is the index of prices re- 
ceived, compared to prices paid by farmers. This amounts to the 
very well known and much talked of cost-price squeeze, about which 
much has been said and very little done. In those areas supported 
primarily through agricultural enterprise, this is not scare talk, the 
effects are already upon these communities. 

Many of the proposals this committee is considering would increase 
the national minimum wage, while others would extend coverage on 
a broader scale and many would even include agriculture. Mr. Chair- 
man, I would submit that agriculture is already included. I also 
submit that past history proves me right in stating that on every 
decasion when the national minimum wage has been increased, wages 
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paid to farm labor has increased proportionately. This was not jp. 
tended by the Congress, In reviewing the congressional history 





various labor legislation, and in particular the Fair Labor Standard 


Act of 1938, all testimony and even the remarks of those on the flowf ag 


of the Congress point decidely to the fact that agriculture could ng 
and should never be subject to the same wage levels as industry. Y¢, 
through the years since this law’s inception, this concept has beg 
constantly encroached upon through administrative edict and design 

Originally, processors and seasonal agricultural operators wen 
exempt. Now, however, through administrative rulings, cotton gin 
ners—the first processor of a cotton crop—have been made, for al 
practical purposes, entirely subject to the minimum wage and over 
time provisions. In his administrative rulemaking, the Secretary 
has persisted in certain definitions which both circumvent and mak 
ridiculous the intent of the law. I have specifically in mind the “ara 
of production.” Under the present definition, for example, th 
city of Lubbock, Tex., is not within the area of production eve 
though within the city limits of this large city there are sever 
hundreds of acres of cotton grown commercially, and surrounding this 
city there are literally thousands of acres of cotton produced. Accort- 
ing to the present definition in effect, a cotton gin located within th 
city or within 3 miles of this city is not in the area of production, ani 
not entitled to an exemption. This ginner’s competitor on the othe 
hand, located a scant few yards outside this 3-mile zone is entitled 
to an exemption and thus has an unfair competitive advantage by lav. 
Perhaps this particular point is understandable, in that this entin 
area, while in the area of production, does contain a large city wher 
wage levels must be definite. 

Let’s take now the opposite example of a gin located in a small tom 
less than 1,000 people. A rural area and in a rural county. This 
county contains no large city, and while cotton production 1s not # 
large as it is in other counties of the State, it is still a major agricul: 
tural enterprise. This ginner serves a very large area, and serves it 
well. There is no need for an additional gin because of mileage limits 
Farmers today, with the present farm to market roads and _presett 
transportation facilities, are able to haul their cotton great distances 
to get it processed, yet because the Secretary’s definition says that % 
percent of a ginner’s volume must come from a 10-mile radius aroun 
the gin, he is deemed not to be in the area of production. This t 
of rule is so unfair and so arbitrary as to be completely outside t 
concept of free enterprise and fair government. I am sure you think 
this is not possible, and that this is a case of extreme circumstances 
However, the Lometa Gin & Feed Co., of Lometa, Tex., owned by 
Mr. T. A. Franks of that city is exactly the example I descri 
Mr. Franks has been in the gin business for over 30 years, in that lo 
cation. Only about a month ago has the wage and hour investigators 
ever seen fit to look over Mr. Frank’s operation. His records wer 
very well kept. His employees were happy and satisfied, yet becau® 
of this ridiculous definition, Mr. Franks was held to be delinquent ® 
his duty to his employees, and was told he must pay back wages # 
these employees in a rather considerable sum. All because, gen 
men, he was not in the area of production. I know this is true for# 
I have pointed out, I too am a cotton ginner, and this has happe 
to me. 
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McAllen, Tex., is a city of approximately 30,000 estimated popula- 
tion. I suppose there is no area in the United States where agriculture 
is more flourishing, and where the economy is that of agriculture and 

riculture alone. One of my competitors operates a gin in that city. 
All the cotton he gins comes from a 10-mile radius around his plant. 
Yet because he chose to locate his plant within the city limits, adja- 
cent to the railroad where he Fons conveniently ship his customer’s. 
cotton as an accommodation to them, he is required to meet the pro- 
vision of the minimum wage, Even this is not so bad, except that one 
of his other competitors located a scant 4 miles distance, enjoys ex- 
emption because of the mileage regulation only. I am also exempt at 
my gin, however, I know that this is unfair, I speak today as a cotton 
ginner representing one segment of the National Cotton Council of 
America, an organization made up of ginners, producers, crushers, 
warehousemen, merchants and spinners, and as a representative of the 
Texas Cotton Ginners’ Association. The National Cotton Council and 
the Texas Cotton Ginners’ Association, as well as many other organi- 
zations with which I am familiar, have repeatedly pointed out to the 
Congress in hearings, the dangers and difficulties encountered in the 
present law. Ifthe national minimum wage is increased, this will cer- 
tainly mean an increase in the cost of first processing of agricultural 
commodities for market. In my case, as in that of many others, I will 
have no alternative but to pass this cost to the producer as increased 
charges for the ginning. I cannot absorb an increase in the cost of 
labor, this is already my greatest expense. Further, if the Congress 
does not see fit to insist upon a redefinition of the area of production, 
it is guilty of permitting personal discrimination against various 
individuals of one segment of the agricultural industry. 

I therefore respectfully request that this committee’s recommenda- 
tion to the Congress be, that workers engaged in agriculture and 
agricultural pursuits continue to be exempt; that the area of produc- 
tion definition be changed to read “every county in which the crop in 
question is grown commercially, and all counties adjacent thereto” ; 
further, that under no circumstances should the national minimum 
wage be increased. Any increase in the national minimum wage 
lends itself to the inflationary trend which I deem to be the most 
serious domestic problem this country faces. 

Thank you for permitting me to express my views, I would wel- 
come any questions you might have. 

On my right, Mr. Chairman, is Mr. Patterson from Tennessee. 

Mr. Roosrvert. You may proceed, Mr. Patterson. 


STATEMENT OF ROBERT F. PATTERSON IN BEHALF OF THE 
NATIONAL COTTON COUNCIL AND THE NATIONAL COTTONSEED 
PRODUCTS ASSOCIATION 


Mr. Parrerson. My name is Robert Patterson and I live in Trenton, 
Tenn., where I am vice president and manager of the Trenton Cotton 
Oil Co. We operate a small cottonseed crushing mill where we 
purchase cottonseed from cotton ginners and process the seed into four 
products : oil, meal, hulls, and linters. 

Iam appearing before your committee, in opposition to an increase 


ned}in the minimum wage and to an extension of the application of the 
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act. lam expressing my own views as the operator of a small busines} . 
and also those of the National Cottonseed Products Associatiq} it ef 
This association has as members 195 of the approximately 210 cotto,} Tolls 
seed crushing mills operating in the United States. Th 

A number of the bills that have been introduced and referred tf from 
your committee propose an increase in the minimum wage from $f ™@W! 
to $1.25 an hour and the elimination of the present provision thy} woul 
exempts cottonseed crushing and other agricultural processing frog 15 
the penalty rate of time and one half for hours in excess of 40 pef shoul 
week. I would like to show you the serious effects such a law woulif subst 
have on our business. supp 

We operate from 6 to 10 months a year. Because of the nature gf gatec 
our raw material and the speed with which it moves during the harvey this ] 
season, we operate three shifts a day for 7 daysa week. Our personne} sidiz 
during the operating season totals 43, including our salaried ef Le 
ployees. Wages and salaries are the most important element in ouf sectic 
costs, accounting for about 30 percent of total cost. Our minimmf ol m: 
wage is $1 an hour which is higher than that generally prevailing if the c 
our area. If we were forced by law to raise this minimum to $1 farm 
an hour, it would increase our weekly payroll by 24.5 percent. If th from 
minimum were raised to $1.25 an hour and the overtime exemptiaj #00, 
was eliminated, our weekly payroll would be increased by 75.7 percent result 
I wish to emphasize, as strongly as I can, that any such paynf I v 
increase would be disastrous to our business and to many similaf PP 






















businesses. ready 
The products produced by our industry—oil, meal, hulls, a legisl 
linters—are standardized, that is; they are uniform in quality al The « 
appearance. Also, they enter highly competitive markets. The pri that 
of our products are fixed in the open market by the law of supply ang *"S¢P’ 
met We sell at the market or we do not sell. It is there tongs ume 
possible to arbitrarily raise the prices of our products in order tor wy 
cover the increase in our payroll costs that would result from the bi rm : 
before your committee. nana 
Since the increase in costs could not be passed on to the consumer? rh, 
higher prices, there are only three possible ways to offset such Th, 
One is a reduction in profit margins. This assumes profitable Mr 
ations, a condition that has been far from general in recent years. ’ 
fact that the industry has not been profitable is evidenced by the fai ST 
that the number of plants in the industry has declined by one-thir 
during the past 10 years. Businesses that are prosperous do notf 
out of business, ‘| Mr 
The second method of offsetting higher wage costs is through} yj}. 
creased efficiency which involves the substitution of capital for labog jj), ’ 
This has occurred in the past. After each previous increase in e 
minimum wage, we have reduced the number of our employees. 94, 00( 
mills have done likewise until the number of employees in the indus} fare 
today is about half what it was prior to the enactment of this = 
mum wage law. There is a limit to which this process can go, h Hayn 
ever; each time wage costs have been forcibly increased by law § Belt. 
number of mills have gone out of business, Either result reduces anq ¢} 
number of jobs available—primarily in rural areas where seasonal ¢ Cot 
ployment is essential for many agricultural workers. This legisl Paris] 
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in effect, says that it is preferable to put sucn workers on the relief 
rolls rather than permit them to be self-supporting. 

The third method of offsetting the increased wage costs resulting 
from the proposed amendments is to reduce the price we pay for our 
raw material—in other words, to reduce the price of cottonseed. This 
would intensify the “cost-price squeeze” in which the farmer already 
is involved and would further reduce his income. In addition, it 
should be noted that, if the price of cottonseed were to decline to any 
substantial degree as a result of this legislation, it would be below the 
support level. At that point, the U.S. Government would be obli- 
gated to step in to meet its guarantee to the farmers. In other words, 
this legislation could cause the Commodity Credit Corporation to sub- 
sidize wages. 

Let me emphasize also that the overtime exemption provided in 
section 7(c) of the existing law is not designed to benefit cottonseed 
oilmills. Its sole purpose is to protect farmers. . Congress knew that 
the cost of services rendered by such establishments would be paid by 
farmers in one form or the other and thus sought to protect them 
from the impact of the wage and hour law. Removal of this exemp- 
tion, coupled with an increase in the minimum wage, would necessarily 
result in reducing the price of cottonseed. 

I wish to state that my industry—cottonseed crushing—is firml 
opposed to a reduction in the income of the cotton farmer. He is al- 
ready adversely affected by the present minimum wage law and other 
legislation that has steadily reduced his share of the consumer dollar. 
The cotton farmers are our friends—our neighbors—and we know 
that prosperous conditions for then: and for our industry are 
inseparable. 

We are certainly not opposed to the workers’ desire to improve 
their income. But we are strongly opposed to legislation of this type 
that would forcibly take income out of the pockets of farmers and 
ransfer it to a group whose income is already higher than that of 
agriculture. 

Thank you for the privilege of presenting these views. 

The next witness for the national council is Mr, George H. Sherman, 
awarehcuseman from Louisiana. 

Mr. Roosevetr. Mr. Sherman, you may proceed. 


STATEMENT OF GEORGE H. SHERMAN, COTTON WAREHOUSE 
OPERATOR 


Mr. Suerman. My name is George H. Sherman. I live in Haynes- 
ville, La., in Claiborne Parish, about 4 miles south of the Arkansas 
line. 

I operate at Haynesville a cotton warehouse with a capacity of 
24,000 bales. I do not buy or sell cotton but store cotton owned by 
farmers and others. 

Except that my warehouse is bigger than some, my operation at 
Haynesville is typical of country cotton warehouses across the Cot‘on 
Belt. There is only one other cotton warehouse in Claiborne Parish 
and that is at Homer, and is about the size of my own. 

Cotton bales weigh approximately 500 pounds each. Claiborne 
Parish grows between 2,000 and 5,000 bales of cotton a year and the 
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surrounding parishes grow between 15,000 and 25,000 bales per year 
I estimate that the cotton grown within 50 miles of Haynesville eae) 
year will run between 75,000 and 100,000 bales. 

Practically all of the cotton is placed in the warehouse by the farme 
who grew it. All (or at least most) of the charges made for war 
house services are borne by the farmer. Those charges which he dog 
not pay directly are deducted by the buyer in arriving at the prie 
he pays the farmer for his cotton. 

have to keep a crew on hand at the warehouse at all times, whether 
or not any cotton is actually received or shipped. During the peak¢ 
the harvesting season we have about eight people on the payroll, in 
cluding myself. During other parts of the year, except when ship 
ments are unusually heavy, we maintain a minimum crew of about 
five people, including myself. Depending on the volume of receipt 
and shipments, we work from 40 to 48 hours per week. It is sometime 
necessary for the weighers and me to work as long as 56 hours pe 
week. 

In my community, cotton was the principal crop until the minimu 
wage was increased to 75 cents. A substantial and continuing declim 
in cotton production began at that time (early 1950). Now peopk 
are planting this country to timber. Growing of pulpwood and log 
comprise the principal occupations. At that time the warehouse 
ple were able to consume an increase in prices, and it made it a litth 
easier for the warehouse to carry on and operate without affecting 
their income too much. 

Cotton warehouses and compress-warehouse plants are feeling the 
effects wagewise and storagewise. They are supposed to be exem 
from the minimum wage and overtime under the Fair Labor Stand 
ards Act whenever they are in the area of production of cotton. Th 
act, however, authorizes the Administrator of the Wage and How 
Division to define the area of production of cotton and other agricil: 
tural commodities. Back in 1946 he defined the area of production @ 
cotton by saying that a warehouse is not in the area of productio 
if it is located in or close to a town of 2,500 or more population, or if 
during the previous month it received more than 5 percent of cotton 
receipts from points more than 20 miles from the warehouse. Ht 
made the same definition for cotton compress-warehouse plants except 
that the distance is 50 miles instead of 20. He made that definition 
in 1946. Until the census of 1950, our warehouse was exempt evel 
under the Administrator’s definition because until that time the 
ulation of Haynesville was less than 2,500 people. As the pen 
leave the farm and move to town, the defined area of production di 
appears—and without regard to cotton production. 

The timber businesses are all able to pay the minimum wage # 
prices of all building materials have gone up with wages; whereas 
the prices of cotton, corn, milk, cattle, and so forth, have not. This 
adversely affects the production of cotton, especially on the small 
farms found throughout the central and eastern cotton productio 
areas. 

Actually there are a great many farms in Louisiana, and I am sur 
in a lot of other States, that are not located as close as 20 miles to! 
warehouse or as close as 50 miles to a compress-warehouse plant. Thett 
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are very few indeed that are located within those distances of plants 
located in towns of less than 2,500 population. In fact, only 4 of the 
19 warehouses in Louisiana are located in towns of less than 2,500, 
and only 2 of the 19 compress-warehouse plants in Louisiana are lo- 
eated in towns of less than 2,500. Those 4 warehouses and 2 com- 
presses have a combined storage capacity of only 146,500 bales. In 
the last completed crop year Louisiana farmers grew 486,943 bales 
of cotton. Combined capacity of all compresses and warehouses in 
the State is 1,099,500 bales. Probably less than 5 percent of the cotton 
crop is handled and stored in plants meeting both requirements of the 
Administrator’s definition. 

The storing and compressing of cotton is a highly competitive busi- 
ness. It is also a pretty hazardous business because of the volume of 
cotton received for storage and servicing by any given warehouseman, 
and by the warehouse industry as a whole, varies rather wisely from 
year to year. The most recently made study of earnings in the cotton 
warehouse industry showed that for a 5-year period cotton warehouse- 
men on the average realized earnings from their operations, after 
income taxes, of less than 3 percent of the actual current value of net 
worth. For the most recently completed cotton year the largest ware- 
houseman in the business received, after income taxes, only 2.56 per- 
cent of the conservative current value of its net worth. I believe my 
own operations for the past 5 years, on the average, will fall within 
this low and narrow range. 

The price support operations of the Federal Government through 
Commodity Credit Corporation have been the strongest factor, and 
in most years the dominant factor, in the storage, marketing and dis- 
tribution of the U.S. cotton crop. The Federal Government is by 
tremendous odds the largest customer the cotton warehouse industry 
has. It has, over a long period of years, refused to pay the published 
tariff rates of the warehousemen established by competition, and in- 
sisted instead upon fixing (in a uniform contract) the maximum rates 
it will pay for the storage and servicing of cotton. At the same time, 
if there should be any published cotton tariff rate lower than that in- 
cluded in the uniform contract, CCC insists upon the advantage of 
such lower rate. During the past 4 years the volume of CCC-con- 
trolled cotton has been so great that the low CCC-establishd contract 
rates have, in effect, been the “going” storage rates throughout the 
cotton warehouse industry. At the same time, such Government-fixed 
rates have exerted—and still exert—a tremendously depressing in- 
fluence on the (generally higher) published tariff rates of the ware- 
housemen. which apply to cotton owned by all persons other than 
the Federal Government. 

It is for these reasons that the published tariff rates of cotton ware- 
housemen have not been increased by as much as 7 percent since 
the minimum wage was increased from 75 cents to $1 per hour, al- 
though their operating costs (by reason of that 3314 percent increase 
inthe minimum wage) increased certainly by as much as 15 percent at 
least, Since 1952, the Federal Government has granted only one in- 
crease in the rates paid for the storage of CCC-controlled cotton and 
that increase also was less than 7 percent. Warehousemen in the cen- 
tral part of the belt, where I operate, have been able to increase their 
receiving and sampling charges by approximately 20 percent; but 
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again this increase falls far short of the increases in operating costs 
involved in the performance of those services, On those, when thf jst 
rate was increased to $1 in 1956, the warehouse and compress peopk} ere 
were able to use lift trucks, fork-lift trucks, and what have you, clam} 0 
trucks to offset by using less labor to handle the cotton at a very rea} off 
sonable margin. inc 

It is obvious from these facts that absorption of increased lab} per 
costs, due primarily to the statutory minimum wage, have reduced—f na 
and held—the net earnings of cotton warehousemen to a level which# net 
is not only dangerously low for the warehousemen themselves, but 
which also constitutes a hazard that the raw cotton industry, and th— ad: 
Federal Government in its price support operations, to which the sery-f Te: 
ices of the public cotton warehouse industry are vitally necessary, maf | 
be unable even under the present minimum wage to continue receiving} sul 
the quality and quantity of reliable public cotton warehouse services} yet 
required for the storage, marketing, and distribution of our cottm{ nof 
crop. 

There can be no question that any increase in warehouse operating} cay 
costs, including particularly any increase in labor costs produced yf Stz 
an additional increase in the statutory minimum wage, will of necessity} cur 
have to be passed on in the form of increased charges for warehous} enc 
services (or services will be reduced by reducing personnel). Thor} oece 
increased charges, in the final analysis must be borne by the cottm} per 





farmers who for years have been increasingly pinched between rising . 
farm costs and falling cotton prices. An increase in the statutonf an 
minimum wage at this time, however small it might be, will be, in m ¥ 
judgment, disastrous to the cotton warehouse industry, and to malty} ma 
present employees in that industry, unless it is accompanied by a very ( 


substantial increase in the storage rates paid to cotton warehousemelf rea: 
by Commodity Credit Corporation on CCC-controlled cotton. Th§ bus 
warehouse industry for 2 years has been trying, with no success what> can 
ever, to sit anil Credit Corporation, to make a substanf sea) 
tial increase in the existing storage charges provided in the uniform} litt 
contracts. We are told, in effect, by the Department of Agriculturf per 
that the Government is convinced that we deserve and badly need! mil 
substantial increase in the rates which the Federal Government payf but 
for our services; but that for purely political reasons they are Wf tha 
willing to grant the increases which they concede are fully justified. | ine 

We have here what seems to me a rather ugly picture. We %— We 
the Federal Government with one hand, the Department of Agt} and 
culture, holding to unreasonably low level prices which public cottoy of ; 
warehousemen receive for their services. This is being done in tht} dai, 
face of operating costs which are already extremely high and whit} a 1j 
are continuing to increase. To many, including myself, the pictur§ plie 
takes on the aspect of persecution when the Federal Government withk far 
another hand, the Congress, threatens to effect, by legislative fit} and 
a further substantial increase in operating costs by an increase in th T 
statutory minimum wage. The effect of any increase would be ™} trie 
mediate and serious in its direct application to wages paid by cott®} trib 
warehousemen. The indirect effect, by further increasing the Cc} the 
of all the goods and services which are purchased by warehousemen!} wag 
the conduct of their operations, although the impact would be | talk 
layed somewhat, could and probably would be equally serious aml} the 
extensive. 
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Under the Fair Labor Standards Act, as now written and admin- 
istered, public cotton warehousemen already urgently need an in- 
crease in the Government-controlled storage rates of approximately 
10 percent if they are to continue to render reliable and reasonably 
efficient service to Commodity Credit Corporation and the raw cotton 
industry. I firmly believe that an increase, even as small as 10 cents 
per hour, in the minimum wage at this time would, for the vast 
majority of public cotton warehousemen, completely wipe out any 
net profit which they might otherwise hope to receive. 

It may be that there are individual warehousemen in peculiarly 
advantageous situations, for example, on the high plains of west 
Texas or in the San Joaquin Valley of California, who, because of 
a lucky combination of circumstances, can keep their warehouses 
substantially full the year round, who are now making a reasonable 
return on their investment, If so, they are a small minority and are 
not representative of cotton warehousemen aeross the Cotton Belt 
generally. For the most recently completed cotton season the storage 
capicity of the public cotton warehouse industry in cotton-growing 
States on the average was only 44.1 percent utilized. Based on facts 
currently available, the percentage of occupancy for the year now 
ending will be approximately the same. There is every prospect that 
occupancy for the year beginning August 1 will not be above 33 
percent. 

We submit to you in all earnestness that, in these circumstances, 
an increase in the minimum wage is unthinkable. 

As a farmer, as well as a cotton warehouseman, I would like to 
make the following additional comments: 

On my own farm I quit raising cotton 4 years ago for the above 
reasons. I will state here that I have now been in the dairy-farm 
business for 10 years and have 100 head of registered Jerseys; but 
cannot see how I can continue to operate my dairy farm if wage 
scales are increased and the price of milk is not. There has been very 
little change in base price in 5 years and yet the retail price is 5 cents 
per quart higher than it was 5 years ago. We are under a Federal 
milk order and cannot go up unless the Federal Government says so, 
but the milk plants continue to increase their selling prices, and say 
that they have to do so to meet wage seale increases. The continued 
increases in wages are gradually closing the export markets to us. 
We can compete with the other countries now only by mass production 
and maximum substitution of machines for manpower. The majority 
of milk producers milk fewer than 50 cows to the dairy. The small 
dairies are owned and operated, by the farmer and his family, for 
a living, and they are gradually being starved out. Same thing ap- 
plies to the small cotton farmer—the prices on all equipment used by 
farmers, warehousemen, ginners, and compresses continue to go up; 
and it is all on account of the continually increasing price of labor. 

There are over 22 million workers employed in agricultural indus- 
tries, on farms, in farm supply businesses, and in processing and dis- 
tributing farm products, which is greater than any other industry in 
the Nation. Many of these workers will lose their jobs if the minimum 
wage is increased above $1 per hour. The same people that we are 
talking about, the farmers, and the source of people that. manufacture 
the farm prices invested an average of $4.1 billion annually from 


| 
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1955 to 1958 in new equipment and construction. Manufacturers of 
durable goods including automobiles and machinery, spent $6.6 billion 
annually during the same period, so that gives a comparison for what 
the farmer spends for equipment, along with other people. 

Farmers’ expenditures for labor, machinery, fuel, feed, fertilizer, 
and so forth, have increased four times the past 20 years. The farmer 
only receives about 38c¢ out of each $1 that the consumer has to pay 
for his products. Who gets it? Here is part of the answer: Food 
marketing employees’ average hourly wages in 1958 were 65 percent 
above the 1947-49 average. The average net income to the farmer 
from cotton was only 17.2 percent above the same base period. 

Gentlemen, how long can we continue to increase the price of labor 
and expect the farmer to keep paying by reducing his net income! 
That is the reason we are here pleading with you to keep the minimum 
wage down so there will not be another harmful increase. The average 
farmer’s income is about half that of his city brother, who does not 
have to have a large capital investment to make his income. 

Experience in the last 20 years makes it pretty plain that the Labor 
Department is not going to make a reasonable definition of the area 
of production of any agricultural product. The Congress should 
simply amend the act to say that everybody employed in, about, or 
in connection with the ginning, storing, or compressing of cotton and 
similar operations on other farm and orchard products, is exempt 
from overtime and from the minimum wage if he is employed ina 
parish or county where the product handled is produced in commercial 
quantity, or in any adjoining parish or county where it is customary 
for that commodity to move from producing parishes and counties to 
adjoining parishes and counties to receive those various services. 

The ginning, storing, and compressing of cotton and the processing 
of cottonseed ought to be exempt from overtime no matter where they 
are performed and the exemption should apply to everybody employed 
in, about, or in connection with those operations. Even then the 
farmers’ wage costs will still be forced up by competition for the more 
efficient employees. It is the inefficient employees who will be injured 
most. 

If we could be sure of the application of the exemptions that are 
now in the law, the statute of limitation would not be too important. 
With all the uncertainty and confusion created by the rulings and 
regulations of the Labor Department, the statute of limitation ought 
to be reduced from 2 years to 1 year. If the uncertainty is determined 
against the employer, the penalty now can be doubled. One year is 
certainly long enough to continue the development of a possible 
liability of that kind. 

Without relief in the matter of exemptions, any increase in the min 
mum wage would increase my labor costs by substantially the same 
percentage as the increase above $1. Since my labor costs run ap 
proximately 60 percent of my total cost of operation, my total operat 
ing costs—and, therefore, to the extent possible, all charges made for 
warehouse services rendered—would be increased by 6 percent if the 
minimum is made for $1.10, 9 percent if the minimum 1s made $1.15, 
15 percent if the minimum is made $1.25, or 30 percent if the minimum 
is made $1.50. Ifthe exemptions are repealed, as some of the bills pro- 
pose, those percentages of increase would be much higher. 
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Cotton warehouse operating costs have already gone up 25 percent 
in the last 5 years, not counting the effect of the $1 minimum. That 
25 percent increase applies to gross costs. Unit costs, of course, 
tend to fluctuate with volume, 

Considering the fix the cotton farmer is already in, he will really be 
ina sorry plight if the proposed increase, in any amount, is added to 
his burden. Com tee increases, of course, would be added to the 
cost of ginning, the cost of compressing, and the cost of practically 
everything the farmer buys or pays for, 

Gentlemen, we coum appreciate the opportunity to give this 
statement, and certainly thank you for considering our case. 

Thank you. 

Mr. Harvin, you may proceed. 


STATEMENT OF C. A. HARVIN, PRESIDENT OF THE NATIONAL 
COTTON GINNERS ASSOCIATION 


Mr. Harvin. My name is C. A. Harvin, of Summerton, S.C. I am 
president of the National Cotton Ginners Association, 

At the last annual meeting, the association adopted two resolutions, 
the substance of which are (1) that the association oppose any exten- 
sion of coverage under the Fair Labor Standards Act, and (2) that 
every attempt be made to secure a realistic definition of “area of 
production.” 

Mr. Chairman, let me say at the outset that the National Cotton Gin- 
ners is opposed to any increase in the Federal minimum wage and an 
extension of coverage of the wage and hour law. We believe that suc 
action would inevitably be inflationary. In a day when a sound 
dollar is, perhaps, our No. 1 domestic problem, it seems highly ques- 
tionable to pass legislation which would be more inflationary. 

H.R. 4438 and similar bills would not only increase the minimum 
wage and expand the coverage of the present act, but, in addition, 
eliminate the seasonal and first-processing exemptions granted cotton 
gins. The combination of these factors would unquestionably add to 
farmers’ cost. During a period when farm income has been steadily 
nang, I cannot think of anything that would be more disastrous to 

armers, 

It should be made clear that cotton gins perform services for the 
farmer. The farmers’ seed cotton is virtually useless and of practi- 
cally no value, until the seed has been separated from the lint. This 
18 the function of the ginner. He turns the farmer’s seed cotton into 
two marketable products—a bale of cotton lint and cottonseed. 
Labor represents the largest single item of cost in ginning cotton. 
It averages approximately one-half of the total cost. The farmer pays 
for this service and any increase in the cost of labor, as would defi- 
nitely follow enactment of this bill, would inevitably be passed on to 
the farmers. 

When the wage and hour law was passed, Congress recognized the 
heed for exempting agriculture from it. It also recognized the need 
for exempting operations necessary to preparing the agricultural com- 
modity for market, such as ginning, for the reason that the farmer 
pays the cost of such services. 
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Unfortunately, the clear intent of Congress to exempt agriculture 
from the impact of the wage and hour law has in large measure been 
evaded. The law specifically provides that cotton ginners located in 
the area where cotton is produced are to be exempt from the wage 
and hour provisions of the law. The definition of “area of produc- 
tion,” however, is left to the Labor Department. 

Under the Labor Department’s definition, cotton gins are not 
considered to be within the “area of production” if they are located 
within (a) 1 mile of a village with a population of 2,500 to 50,000; 
(6) 3 miles of a town with a population 50,000 to 500,000; or, (¢) 5 
miles of any city with a population of 500,000 or more. Furthermore, 
the gin would not be considered to be within the area of production if 
more than 5 percent of the cotton ginned in any 1 month comes from 
a distance of more than 10 miles. 

The absurdity of the present definition is clearly shown in the 
following examples. The farmer hauls the seed cotton from the field 
to the gin ina wagon or with a farm tractor and trailer or occasionally 
on a truck. He cannot afford to make long hauls with this type of 
transportation. In the Cotton Belt gins are rarely more than 
miles apart, even along the outer fringes of the Belt where production 
is not too concentrated. If the gin is not in the area of cotton 
production, it does not do any business because the farmer will not 
haul cotton to it. 

Occasionally as a result of a breakdown of the machinery at a gi 
it is necessary for the farmer to haul his cotton more than 10 miles 
A ginner will not want to accept it because it might amount to mor 
than 5 percent of his production and disqualify him from his exemp- 
tions, even though his gin were located within a highly concentrated 
cotton-growing community. This makes no sense. 

Another example would be a gin just outside a town with 2,4 
people. That gin would be considered within the “area of produc- 
tion” even if only a few thousand bales of cotton were produced it 
the county. Another gin is located on the edge of a town with 2,50 
people. This county produces 100,000 bales of cotton and the gm 
is surrounded by cottonfields, but the gin is not considered to be with 
in the “area of production” because it is within a mile of 4 
town whose population exceeds 2,500. 

A variation of this example would be a gin located 2.9 miles from 
a city of 51,000 people and another gin located 3.1 miles from 
city. The first gin is out of the “area of production” and the set 
ond is within the area. The present definition just doesn’t make 
sense. 

It is clear, therefore, that Congress must define the meaning # 
“area of production” in order to give effect to its clear intent. To 
accomplish this, may we suggest that section 13(a) (10) of the pres 
ent law be amended to read as follows: 


The “area of production” of any agricultural commodity or horticultural col 
modity, including livestock and poultry, includes all of each county in whi 
such commodity is produced in commercial quantities ; 

Mr. Chairman, we are firmly opposed to narrowing or eliminat 
ing any of the agricultural exemptions in the Fair Labor Standards 
Act. Rather we submit the real need is to reaffirm congresslo 
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intent in providing them. Thank you for giving us an opportunity 
to present this statement. 

Mr. Roosrveit. Gentlemen, may I express my personal appreci- 
ation, and that of the committee, to you for your statements and for 
your cooperation with the committee. 

" To be perfectly frank with you, I think you all realize the facts of 
life. The Department of Labor and the administration, in the ad- 
ministration bill, with the testimony of the Secretary of the Depart- 
ment before this committee, have indicated some increase in the mini- 
mum wage, and have advocated an increase in the coverage. With 
that and with the other problems which are generally faced, possibly 
behind the minimum wage bill, itself, I think the facts of life are 
that in all probability there is going to be some kind of minimum 
wage bill. I would be less than honest with you if I did not say 
you should come up and oppose any minimum wage bill at all. I 
think there will be one. However, I think you do a service to your- 
selves and to the committee by pointing out the areas where this will 
be most difficult and, therefore, urge us—and you will find a sym- 
pathetic ear on many of the committee—to make this within reason 
so that you can become adjusted to it. But I think in fairness you 
have to agree, or at least I will ask you whether you will not agree, 
that many of the problems of farmers, whether cotton or any other 
product, are really not fairly dumped on the doorstep of the mini- 
mum wage point. 

The surplus in cottom, for instance, which you referred to, for which 
reason you have the Government so heavily in the warehouse business, 
isonly because you have a surplus of cotton. Certainly I do not think 
you can dump that entirely on the lap of the minimum wage bill. 
There are other things which have to be solved and other ways and 
means found to help the farmer. 

The farmer, I will throughly agree with you, is in one of the most 
wmenviable positions because, as you pointed out, he is the one who is 
really squeezed. The rest of you, in one way or another, pass the 
majority of your costs. He is the fellow who, in my opinion, really 
deserves the sympathy that you, as well as ourselves, would like to give 
tohim. 

However, I think the greatest service I can do to you is to say that I 
have sympathy for your problems in the administration of the bill with 
reference to the area of production. the problems and difficulties. I 
think one of the areas in which this committee has been perhaps de- 
linquent is in not giving more review and more observation to the De- 
partment’s rulings as they have come out from time to time. 

I hope that the committee will undertake to do that in the future. 
hat certainly is going to be the recommendation of a good many 


fof us. 


I think that as far as the problem of the retail and other people who 
ire now being considered for inclusion wnder the Fair Labor Stand- 
wds Act, I think that the majority of us would probably agree that 
host of these will not bear too heavy directly on you if they are limited 
loa fairly reasonable number. The increases in the retail trades, the 
laundry business, the hotel businesses, are not going to be significant, 
Ido not think, in their increase in costs. I think in all probability the 
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compromises which have to be made in all legislation will somewhat 
reduce your worries, to ur 
I would like to say to you that as far as the area of production is con. in th 
cerned, in H.R. 4488, I will certainly work on a revision of that par. mitte 
ticular part as it is in H.R. 4488. If it stays as it presently is, if thef PPes¢ 
compromise is not to disturb it at all, rather than making it more mf 2°W 
strictive, I think one of the things we can work with you on is to tryf. As 
to iron out the inequities which you say exist because of the rulings of indus 
the Administrator rather than any intent of Congress. That would highl 
perhaps be actually a nonlegislative function which, nonetheless, ean time | 
be carried on by the committee or the committee staff, with a dired of the 
relationship to the Department of Labor. with 
I don’t know what to say to you except to say that you have pr hours 
sented a good case and I assure you I will conscientiously try to sef "eS 
that it is given consideration by the other members of the committe Th 
who have not been able to be here. scious 
If you have any other questions, I would be glad to discuss them fact, 
with you. crops 
Frankly, I am sure if the chairman had been here, or if Mr} ‘acte 
Hiestand had been able to be here, they would have discussed it mudf Furt! 
more with you. But I am not sure they would have given you mudf Yet” 
more encouragement than I have tried to do. I want to be perfect} ™@0y 
frank with you. Iam sure there will be a bill, because the administmf Suc 
tion wants a bill, and there is a good deal of pressure from othe hours 
groups who want a bill who believe in a minimum wage philosophy But 
However, I believe that as we finally work it out, its impact, we hops the w 
upon you will be lessened, and if we can find other ways to help yo quent: 
in your problems, I hope you will let us know. hours 
Gentlemen, we thank you very much. and v 
Mr. Youne. Mr. Chairman, for the record I would like to say thiif ment 
we deeply appreciate your patience and kindness in hearing us thi he 
afternoon at this late hour after a long day. You have been very kim! Stand 





and considerate to hear us. tioned 
Mr. Roosevett. Thank you. - - 
and oO 


The next witness is Hon. Jessica McC. Weis. ! 
We are happy to have you with us today. You may proceed will the 7( 


your statement. i en 
ls Wi 

STATEMENT OF HON. JESSICA McC. WEIS, A MEMBER OF CONGREY As | 
FROM THE STATE OF NEW YORK me 


Mrs. Wers. Mr. Chairman, it is my privilege to represent: in th the ad 
House of Representatives, the eastern half of Monroe County anda The h: 
of Wayne County, New York. Wayne County in particular contallg year w 
some of the richest and most productive farmland in the State, andi sider t 
is an area where fruit and vegetables are raised and processed in gre these e 







abundance. ute bo 

During the past 3 weeks, I have received mail from virtually eveg The 
-one of the growers and “erage in my district, expressing gt the ini 
concern about the possibility that the present special exemptijmit the 


which have heretofore been granted their ye denny under the Fagelimins 
Labor Standards Act will be eliminated. I share fully in their oi process 
cern, and I file this brief statement with the committee today in om#tained 
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to urge that, in the best interests of the workers and employers alike 
in this vitally important segment of our district’s economy, the com- 
mittee take no action which would in any way alter or eliminate the 
present exemptions which the fruit and vegetable processing industry 
now enjoys. 

As anyone who is remotely familiar with the fruit and vegetable 
industry in New York State knows, the harvesting and processing is 
highly seasonable, and failure to harvest and process at the precise 
time that the produce becomes ripe can mean partial or even total loss 
of the entire year’s crop. Because of the peculiar exigencies connected 
with the industry, it is frequently absolutely necessary to work long 
hours, and the exemptions to which I refer run Leseokly to this 
necessity. 

The working of long hours is not, of course, the result of any con- 
scious policy on the part of either the growers or the processors. In 
fact, quite the contrary is true. Most processors contract for their 
crops in advance of the growing season, and they limit their con- 
tracted acreage to an amount which will not overload their plants. 
Furthermore, they control the daily planting schedules so that har- 
vesting can be leveled off during the harvest season. In addition,. 
many plants organize both the supervisory help and the factory help 
in such a way that no one is unnecessarily subjected to long working 
hours. 

But despite all of these careful efforts, certain factors—primarily 
the weather—are simply impossible to control, and situations fre- 
quently arise when it is absolutely necessary to work as much as 56 
hours a week and longer, for to do otherwise would mean leaving fruit 
and vegetables to rot in the fields or on the loading docks, to the detri- 
ment of grower, processor, worker, and consumer alike. 

These facts were recognized by the drafters of the Fair Labor 


inf Standards Act when it was first adopted in 1938, and the aforemen- 








tioned exemptions were duly provided. The 7(b) (3) exemption, as 
you know, permits seasonal processors to work up to 12 hours per day 
and 56 hours a week during a 14-week period during the season, and 
the 7(c) exemption permits unlimited hours during a 14-week period 
when processors are packing perishable fruits and vegetables, all of 
this work at regular hourly wages. 

As I am sure the committee is aware, much of the help which is 
employed during the extremely busy canning season is temporary, 
seasonal help, and these employees appreciate the opportunity to work 
the additional hours which the industry by its very nature provides. 
The harvest season represents for many of them the one time in the 
year when they can earn extra money, and rarely, indeed, do they con- 


#sider the extra hours a burden. On the contrary, for the processor, 


— extra hours are a necessity and for the workers they are an abso- 
ute boon. 

The conditions which necessitated these exemptions at the time of 
the initial passage of the act have not materially changed, and I sub- 


io Mit that, given their validity at that time, there is no justification for 


diminating them now. I urge the committee, for the sake of grower, 
processor, worker, and consumer alike, to retain the exemptions con- 
tained in section 7. 
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Mr. Roosrvetr. Thank you very much for your statement. 
(The following statement was submitted by Congressma 
Santangelo :) 


STATEM ENT OF Hon. ALFRED E. SANTANGELO A REPRESENTATIVE IN CONGRESS F 
,’ ROM 
THE STATE OF NEW YORK 


THE $1.25 MINIMUM WAGE LONG OVERDUE 


Once again Congress is facing the problem of putting a floor on minimum 
wages and extending its coverage. Five years have passed since the Congres 
has last acted in this field. At that time it increased the minimum wage to $1 a 
hour, but failed to act with respect to extension of coverage. 

Twenty-two years ago when Congress passed the Fair Labor Standards Ae 
during the midst of the Great Depression of the 1930’s it set as a goal to elimi- 
nate substandard wages from the United States. The period since the enaet- 
ment of the original minimum wage law has been one of relative economic growth 
and prosperity. The wages and standard of living of the American people have 
made great forward strides. But the Congress has been extremely overcautiou 
in respect to exerting positive leadership in using the Fair Labor Standards Ac 
to diminish poverty from our midst. And the administration, I am sorry t 
say, has dragged its feet in this field, as in many others, and has discouraged 
congressional action. 

Even in 1955, the $1 an hour was far from adequate; 5 years later it is as out 
moded as the horse and buggy. Since the Congress enacted the $1 an hour miti- 
mum wage, the cost of living has risen by more than 9 percent. At the sam 
time, productivity also has continued to rise. According to the best availabk 
information, the real product of production workers in American manufacturin 
has increased by at least 3 percent a year. 

There is, therefore, no doubt in my mind that American industry is ready for 
a $1.25 minimum hourly wage rate. But when it comes to raising minimum 
wages we always have our “Doubting Thomases” with us. In 1938, and agaii 
in 1949 and in 1955, when Congress established the minimum wage of 25 cents 
75 cents and $1 respectively, there were many pessimists who anticipated dir 
consequences as a result of congressional action. The opponents of raisits 
minimum wages have predicted that to boost the minimum wages would brit 
about inflation and unemployment. The facts have shown, however, thi 
American industry is much more dynamic than their fearful beliefs and tha 
the opponents of higher minimum wages have shown entirely too little faith it 
the resiliency of the American economy. 

After raising the minimum wages in 1955 to $1, the Department of Labor ha 
initiated a series of studies to investigate the impact of the new minimum wage 
These studies have shown that employers affected by the increased wage cos 
had used a variety of actions to adjust to the new labor cost. In the 1957 repor 
to the Congress, required under the section 4 of the Fair Labor Standards At. 
the Secretary of Labor concluded that the increases as required under the nef 
1955 minimum were not “* * * sufficient to alter the general trend of the whole 
sale price index.” 

The Secretary of Labor did suggest that there was some decrease in employ 
ment as a result of the minimum wages. But it is my firm conviction that this 
conclusion lacked objectivity. The Department of Labor only examined tl 
employment trend in the 22 lowest wage industries which were most serious! 
affected by the increase in minimum wages. The Department failed, howevel 
to take into consideration the effect of the raise in minimum wages upon tot! 
consumption, purchasing power and the well-being of the total American Col 
munity. Moreover, a careful study of the Department of Labor reports show 
that studies of the Department experts failed to support the conclusions of tht 
Secretary of Labor. : 

Independent studies support my view. For example, a study of 110 firms! 
15 low-wage industries in Oklahoma concluded that “the increased minimum hil 
little or no general effect on the employment level.” (Monthly Labor Reviet 
1957, p. 1092.) 

But as I said, even in 1955 the $1 an hour minimum wage law was complete! 
inadequate. It is nuch less so today. It takes about $2.25 an hour to sup 
a family of four with the minimum decent standards of living. Even a sing 
woman requires more than $1.25 an hour for self-support. Studies conduct 
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by several State departments of labor show that the cost of living for a single 
woman is in excess of $2,500 a year. This means that the worker employed on 
a full-time basis, or 2,000 hours a year, must make at least $1.25 in order to have 
sufficient income for self-support. And this provides only for minimum living 
standards. 

My bill, H.R. 3204, which I introduced shortly after the opening of the 86th 
Congress, would require this minimum wage of $1.25 an hour. 

The present Fair Labor Standards Act is also inadequate as far as coverage 
is concerned. Only some 24 million out of the 44 million wage earners in the 
country are covered by this act at present. The act must, therefore, be extended 
to additional millions of workers. For example, only a handful of employees 
in detail and service industries are now covered by the act. Similarly, hotel 
employees do not at present enjoy the coverage of the Fair Labor Standards 
Act. I believe that the coverage of the act should be extended in order to cover 
these employees. However, I do not believe that the Federal Government should 
enact legislation affecting small retail stores or hotels which are purely local 
in nature. Consequently, I favor the bills that are now before Congress which 
would extend coverage to retail stores, service establishments and hotels and 
similar businesses which do at least half a million dollars of business a year. 

I cannot see why employees for giant multi-State retail chains’ employees 
should not receive the same protection of the law as workers in factories and 
mines. 

There is also nothing local about major hotel chains which operate multi- 
million dollar businesses in various sections of the country, employ thousands of 
people, and make millions of dollars in profits. The hotel employees need the 
same protection of the minimum-wage law coverage as other employees, and I 
have introduced in the 85th Congress a bill to the effect which would cover 
the hotel employees, Studies by the U.S. Department of Labor and various 
State Labor Departments have shown that numerous hotel employees receive 
substandard wages. 

A rise in minimum wages and an extension of coverage under the Fair Labor 
Standards Act is needed not only to improve the standard of living of those at 
the bottom of the economic ladder, but is also essential for the total growth 
and expansion of the economy. Two years have passed since the economy was 
supposed to have recovered from the onslaught of the 1958 recession, but unem- 
ployment remains at alarmingly high levels and soft spots remain to trouble the 
economy. We need a bolstering of purchasing power of additional millions of 
American workers in order to extend total demand and provide a shot in the arm 
to our total economy. Extension of minimum wages to the millions of retail 
service and other employees and an increase of the minimum wage to $1.25 an 
hour would be an extremely effective way to accomplish this end. 

I am convinced that our economy can support a $1.25 minimum wage, and 
the enactment of legislation to that effect must not be postponed any longer. 
I consider this legislation a must for the 86th Congress. 


Mr. Roosrverr. Our next witness will be Mr. George J. Burger, 
National Federation of Independent Business, Ine. 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, LEGISLA- 
TIVE ACTIVITIES, NATIONAL FEDERATION OF INDEPENDENT 
BUSINESS 


Mr. Burcrr. I am George J. Burger, vice-president, legislative 
activities, National Federation of Independent Business. 

We are the largest business organization in the Nation, from the 
standpoint of directly supporting business and professional enter- 
prisers. Our membership is exclusively among small, independent 
enterprisers. ‘These people, who are your constituents, and they alone, 
set our stand on bills and issues by direct signed ballots which they 
send to their congressional Representatives on the House side, in our 
Mandate polls. I mention this only to emphasize the fact that what 

say here is intended to reflect their collective thinking, just as though 
they were here to speak for themselves. 
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I might mention here that the Federation is the only independent 
business organization performing this function for smaller firms and 
their Congressmen. 

We have polled our members on four occasions over the past 4 

ears on earlier bills that touch on the points at issue as presently 
efore your committee. The results of tte polls are my authori 
to speak before you on this subject matter. For instance in Mandate 
No. 215 (September, 1955) we polled our members as follows: 
(The information referred to follows :) 


[Reprinted from the Mandate, Bulletin No. 215] 


S. 662 (LeHMaAN, New York). ExTEND FEDERAL MINIMUM WAGE AND MAxIMoy 
Hour ContTrRot TO LARGER RETAIL, WHOLESALE, AND SERVICE FIRMS WHICH 
OPERATE FouR OR MORE OUTLETS 


Following are the brief arguments for and against which we furnished then, 
to help spark their thinking on the issues posed by this bill: 

5. Argument for: Under existing law, many employees of retail, wholesale, 
and service businesses are denied wage and hour protections enjoyed by millions 
of their fellows. They should have these protections. This proposed change in 
the law would not affect the really small independent local man, but rather his 
larger competitors operating more than four outlets in the retail field. These 
businesses can afford to carry out employment policies in conformance with 
Wage and Hour Law, and should do so. 

5. Argument against: Retailing is primarily small business; is essentially 
local and intrastate. If regulation is needed, it should be State or local. 
Twenty-six States and Washington, D.C., have wage and hour laws. Don’t b 
fooled by statements that coverage will extend only to the “bigs.” If the “bigs” 
fall, the “smalls” will follow. This happened last year on unemployment con- 
pensation. Coverage was extended from firms with eight to firms with fou 
employees. All businessmen must stand together in opposition to this type 
legislation. 

And this is how they voted on this bill: 

Following is the national summary of votes cast on issues carried in the 
Mandate No. 215. This summary has been forwarded to members of Congress 
to members of the permanent Senate Small Business Committee, to members 
of the House Small Business Committee, to other interested congressional con- 
mittees, members of administrative government and government agencies. 








For Against No vote 
(percent) (percent) (percent) 
1. Use Robinson-Patman Act to check discounters, co-ops. - -- 77 19 $ 
2. Tax cut on earnings of American firm foreign branches if 
they resell in the United States_..............------------ 16 7§ 5 
3. S. 2247. Central control of surplus property disposal-_-- ---- 82 13 H 
4. H.R. 5694. Flat 5 percent excise tax on all manufactured 
hsp lied aia ak 9) ATM a Re FURY 2 aie 44 50 6 
5. 8.662. Extend wage-hour law to larger retail firms---_-.---- 42 54 4 














[Reprinted from the Mandate, Bulletin No. 235] 


H.R. 585. FeperaAL WaGEe-Hour ConTrRoLS—EXxTEND FEDERAL WAGE AND Hots 
CoNTROLS TO ALL RETAILERS AND SERVICE ESTABLISHMENTS (REPRESENTATIVE 
CELLER, NEw YorK) 


Following are the brief arguments for and against which we furnished thed, 
to help spark their thinking on the issues posed by this bill: 
5. Argument for: Almost half of the Nation’s employees are working in bust 


nesses where there’s no ceiling on their weekly hours of work and no floor undef; 
their weekly wages. To a great extent they’re working in vocations whelti, 
labor unions are relatively weak. Generally, hours are longest and wagey 


lowest in these vocations. This is bad. First, because it’s unfair that our Ne 
tion should prefer protection for some but not for all. Second, because thes 
unprotected employees are a drag on consumer buying power, the foundation 
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business activity and prosperity. Congress can correct this situation and 
should do so. 

5, Argument against: Extension of these controls would hit hardest those 
least able to withstand the blow—the independent retail and service businesses. 
These are the outfits right on the frontline of our distribution system, in a 
sense the outfits that keep the wheels of business turning. They’re trying des- 
perately hard right now to keep goods moving, are squeezing every last penny 
out of their prices to keep prices right. Anything that would force them to raise 
their prices could dam up the flow of goods to the public, and halt the wheels at 
factories—either by pricing them out of the market or by closing their doors. 
Congress should leave things as they are. 

And this is how they voted on this bill: 

Here’s the national summary of votes on issues in Mandate 235. This has 
been sent to all Congressmen and Senators, all congressional committees, and 
all agencies and individuals in the executive branch of our Government, for 
their information. 








[Percent] 
For Against No vote 

1, Cut back other activities to finance guided missile programs. -.-_-- 84 12 4 
2. H.R. 6027. Tax deductions for losses on business investments ---. 74 22 4 
3, Government investigation into discount house price competition - 73 22 5 
4, H.R. 5826. Congress let Government agencies close down busi- 

ness-type activities as they want. -_.................---...------ 65 22 13 
6. H.R. 585. Extend wage-hour law to all retail-service concerns - -- 28 67 5 














[Reprinted from the Mandate, Bulletin No. 245] 


H.R. 83. $1.25 MIntmuM WaAGE—REQUIRE ALL BUSINESSES SUBJECT TO FEDERAL 
REGULATION To Pay THEIR EMPLOYEES AT LEAST $1.25 AN Hour, INSTEAD OF 
THE $1 AN Hour MINIMUM REQUIRED Now (REPRESENTATIVE CELLER, NEW 
York ) 


Following are the brief arguments for and against which we furnished them, 
to help spark their thinking on the issues posed by this bill: 

38. Argument for: The issue here is this—whether all labor shall have a living 
wage. Most organized workers receive $1.25 hourly or more. But many unor- 
ganized workers, chiefly in retail and service trades, receive less than this. 
This wage differential is unfair to the unfavored workers. At the same time 
itis a block on the consumption needed to keep the wheels of industry turning, 
and hobbles national prosperity. More than this, all this bill asks is a minimum 
$50 a week for a worker, just enough to maintain minimum living standards. 
And it’s limited to firms under Federal regulation. 

38. Argument against: A hefty increase in the wage costs of all businesses 
** * that’s what this would add up to. Don’t kid yourself that the effect would 
be limited to firms under Federal regulation, and that firms paying more than 
the Federal minimum wouldn’t be touched. Sure as day follows night, raise 
the Federal minimum and you touch off upward pressures on all wages by all 
businesses, small as well as large, union or nonunion, State or Federal regu- 
lated. No matter who you are, where you are, what you are * * * an increase 
inthe Federal minimum will affect your wage costs. 

And this is how they voted on this bill: 

Here’s the national summary of votes on issues in Mandate 245. This has 
been sent to all Congressmen and Senators, all congressional committees, and 
all agencies and individuals in the executive branch of our Government, for 
their information. 




















[Percent] 
For Against No vote 

|. H.R. 2. Tax allowance for inventory increases.........-.--------- 71 25 4 
1 H.R. 9. Private retirement plans...............------------------ 7 20 4 
4, H.R. 83. $1.25 minimum wage... ...---------------------------0- 30 66 4 
4 H.R. 99. Reduce Government competition............----------- 88 9 3 
5. H.R. 63, Permit social security pensioners to earn up to $1,800 

yearly in private employment...........-...-----.---.--------- 81 17 2 
: Sad 
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The results of these polls, none of which evoked an overwhelming  yjJ] b 
“for” or “against,” tell us that by and large our members are Oppel beyon 
to (1) wholesale inclusion of all businesses under Federal wage-hourf and p 
control, (2) expansion of this control to a limited number of largerfthe 
independent firms, and (3) any further increase in the Federal mini oood): 
mum wage, at least to the $1.25 an hour level. cut, al 

These results are especially interesting when considered againsé the Fata 
background of federation membership. Of course, we have all sizes {doing 
and types of independent business and professional man operations {heen ¢ 
among this membership. Some of them, for one reason or another,f Ney 
are already subject to Federal wage and hour control, Others are in [heen, ; 
the category of the larger independents thus far exempt from thes fested 1 
controls. Many operate under contracts with labor unions. But by fof the: 
and large, the greatest proportion are the smaller sized independents} But 
generally proposed for continued exemption from Federal wage-hour they a 
controls. are ho: 

This might explain the two-thirds vote “against” the proposal for]they e: 
wholesale inclusion of all businesses under Federal wage-hour con} You 
trols. But it doesn’t explain the majorities against the proposals forflegal s 
limited expansion and for the new $1.25 minimum hourly wage~ffor 1 it 
except in the light of these important considerations: That among} I do 
these smaller independents are many who fear that if their largerfthat th 
brethren go under control now, they may be next, that they fear thispbasic i 
is part of a trend that will in time deprive them of necessary freedom 
of judgment in running their own businesses, and that it amounts & 
another step in the direction of complete Government controls, 

Frankly, I can understand these fears. The history of past years 
has been one of constantly expanding Federal controls. I do not mean 
to say that these businessmen have been deprived of their freedoms 
T do mean that the controls have become more extensive, to the poimpi 
where no one can be sure when they will stop spreading. 

And let me say that as a former independent businessman, for 
years the owner and operator of a retail tire firm with six or more i 
employ, I know what freedom of judgment can mean in the operatio 
of a business, particularly in the field of wages. I can tell you thal 
many times during the depression years I was faced between maki 
across-the-board reductions or of eliminating entirely hard-to-finl 
jobs. 

Now, consider these business and professional men federation melt 
bers. From my own experience, and from observations now and thet, 
I can safely say that most of those who opposed these earlier bill 
were, and are, paying at least the Federal minimum wage rate, mail 
even more. As practical men they realize it costs money to live, fi 
marry, and to raise families. They realize that employees burde 
by financial difficulties are not most efficient. They know that to 
tract and hold the kind of worthwhile employees a good busi 
needs, they have to meet wage-rate competition from other firms, so 
bound by the Federal standards, other by union contracts. Beside}, baile 
this, due to their size they have to live in intimate daily contact wil my 
their employees whom they know as human beings, not as mere stati the m: 
tics on a weekly payroll. we cai 

Of course, I don’t ignore the fact that there are some who ma 
paying so-called substandard wages. But I think, and I feel the 
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ug} will bear me out, that most in this category are doing so for reasons 
edfbeyond their control. I know that in my own business, when sales 
urfand profits were good, our wages and bonuses were good. But once 
yrfthe giant automobile manufacturers stepped in and snapped up a 
ni-f goodly share of my customers, and once the depression struck, I had to 
cut, and cut all along the line. Given the opportunity I would have 
the fdone better, and I think that given an opportunity they would be 
ws} doing better. Denied the right to private judgment, I might have 
ons fheen driven to the wall. 

Nevertheless, there’s no denying the fact that there are, always have 
in fbeen, and likely always will be, a small minority of “chiselers” inter- 
ex fested In getting the most for the very least. To the extent employees 
by fof these people need protection, it should be given them. 

nts} But these protections should not be fashioned in such manner that 
our fthey act as a deterrent to, or threaten the freedom of, businessmen who 
are honestly doing their level best to keep afloat and pay the best wages 
for }they can. 

on} You know, our system of justice holds that it is better, in terms of 
forflegal safeguards, for 99 wrongdoers to escape punishment than it is 
ye—|for 1 innocent man to be convicted unjustly. 

I do think it is the sense of our members, based on the polls cited, 
hat this is the principle that should be applied in connection with the 
asic issues raised in this bill, In order to convict and control the 
ilty we must not sacrifice, or endanger, the welfare of the innocents. 
urther, I think the majority of our members, as indicated in these 
lis, are flatly opposed to any further expansion in these Govern- 
earspnent controls. 


| 4 
ao 
= 





















omspinder date of May 12, 1960, our head office at Burlingame, Calif., ad- 
ised us by wire message of the results of our poll, just completed, of 
ur nationwide membership on S. 1046, and the results of that poll 
wr BRhowed 21 percent of the federation membership for, 76 percent 
re igainst, and 3 percent not voting. 

atin} We further request that the attached copies of communications from 
thatBederation members also be included as supporting data to our testi- 
ingguony in opposition to the legislation presently before your committee 
.-finiFor consideration. 

(The information referred to follows :) 


men BepeLt TRAILER Co., 

ther, San Antonio, Tex., February 22, 1960. 
pilkPongressman Pau J. Kivpay, 

matt ‘ashington, D.C. 

ve, to Dear PauL: I am writing you in regard to the proposed increase in minimum 
le age scale to $1.25 per hour and am asking that you use your influence in 


efeating any increase from the $1 per hour minimum. As a matter of fact 
‘F is my opinion the minimum wage scale should be eliminated altogether in 
er that U.S. concerns may again begin to compete with foreign concerns 
ho have a substantially lower wage scale. 

At the present time we had intended to apply for a permit today to expand 
ir building, however, now we have no intention of going ahead with this 
gram until something definite is done with the bill. If any increase is made 
the minimum wage scale we will not go ahead with this building program 
we cannot pay $1.25 per hour to beginners just out of school who do not 
nd how to pick up a wrench let alone make an employer a return on his in- 
ment. 
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equipr 
nateri 
now making $1.75, $2, or more per hour with the added results that the thy Whe 


Increasing the minimum scale to $1.25 per hour does not means just increag 
ing this class of help but it also will result in a spiraling of wages for the 





















sands of small businessmen in the United States cannot possibly compete commi 
national organizations who build thousands of one model in jigs. Small manmpg§piece 
facturers like myself cannot use the expensive jigs as we have to build Custogginterst 
Bilt equipment in order to compete. law. 
Increasing the minimum scale will add to the already growing juvenile degply ad 


mand } 
have t 


linquency because we cannot pay these scales and young people just out@ 
«school will be walking the streets and getting into trouble. 


Any increase in the wage scale will cause more flooding of the U.S. markeyg We ' 
with more and more foreign items and as you probably know, we have alread of any 
Jost the bicycle, motoreycle, cutlery, watch, binocular, and many other markepiept us 


to England, Germany, Japan, and others. Unde 


Any increase from the present scale will mean the end of the road for nd ma 
sands upon thousands of small business concerns in the United States mon 


I will probably be one of them as I have no intention of attempting to operaigpayroll 
under a $1.25 minimum wage scale. ince th 

It is time Congress and the unions wake up to the fact we must compespind the 
with foreign goods of higher quality that is sold at a considerably lower pri 0 lose | 
and let business operate on a competitive basis rather than saddling us wii} They 


unfair wage and other business conditions. ould ¢ 
Again, I will appreciate your serious consideration and support against ay pxtent 
increase in the wage scale. his anc 
Yours very truly, vourt a 
Wane R. Benen, f° mad 

bf us, 
nnder t 
Lewis MANUFACTURING Co., — plity 























Klamath Falls, Oreg., February 24, 1960. ae 


bperatio 
he Fede 
hy busi 


C. W. HARDER, 
President, National Federation of Independent Business, 
Washington, D.C. 

Dear Mr. Harper: During the recent visit of your representative to our off§hare of 
I diseussed various phases of the Federal wage and hour law with him a Now | 
he suggested that I send this information on to you, for your considerati@sinine, 
Inasmuch as the fourth item of the recent mandate ballot covers this sambovernn 
subject, I feel that it would be appropriate at this time to pass on thisi§ Let m 
formation to you. rho sell: 


The fact of the matter is the Federal wage and hour law is one of the méighe Fede 
vicious, antidemocratic pieces of legislation that has ever been perpetrated @ The 1s 
the American public. Also, insofar as it applies to child labor, it is onegMe to m 


the greatest contributors to juvenile delinquency that the world has Ause 
known. han idle 

Your argument in the last ballot against S. 2385 not only could happen wi@™ployin 
this proposed law, it has happened under the present law. In 1950, we star@mil befo 
in business as a small two-man shop manufacturing farm equipment, which#eeds a 
highly seasonal products. The demand for our product was good, and by i@uidance. 
we had expanded to 43 men on the payroll. Inasmuch as this was my fi Ve 
major business experience, I was not familiar with all the rules and 
tions involved in the employment of men, and our rapid growth even prevell 
us from securing adequate personnel that could handle the paperwork Mr R 
administration of the business. However, since the business had the app At | 
ance of being fairly prosperous, and since about 60 percent of our business® th 
done during the months of September, October, and November we entered i atemer 


an agreement with our employees to help level out our employment by work (Mr. 
longer hours during these months and shorter hours during the slack moni 
During the period of this agreement, we had some of the highest takeDO§ Sraq; 


paychecks of any organization in the area. 

Since practically all of our material was sold at the retail level out our f Farmer 
door, and practically all within the State of Oregon, we felt that we were@Victior 
under the Federal wage and hour law. erever 

We based this on the fact that the law stated, if 75 percent of our sales@" are f 
on a retail level and if 85 percent are sold within the State we are still @° believ 
sidered as retail sales organization even though we manufacture our rapid 

power 


5509 
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quipment. Actually over 51 percent of our sales are comprised of labor and 
naterial going into repair work for the various citizens of the community. 
When we presented these facts to the officers of the Federal wage and hour 
ommission, they advised us that they interpreted the law that if we sold a 
piece of equipment to a farmer who in turn raised potatoes that were shipped 
interstate, We were engaging in interstate commerce and thus came under the 
law. We still protested this arbitrary interpretation of the law and they sim- 
le @epply advised us that if we didn’t pay up even though the employees didn’t de- 
vat @guand it that they would file suit on behalf of the employees and that we would 
have to pay not only the back wages but double this amount, plus all court cost. 
urkeng We were still very green in the business world but we realized that a lawsuit 
reaiygof any kind would break us. Actually, it was only the will of the Lord that 
urkepxept us in business at all. 
Under this ruling we were compelled to cut our wages back to the going wage 
. nd many of our employees quit because they could not work for that amount 
money. In fact before the Commission got through with us we had cut our 
roll from 43 men back to 4 men and it has never gone back up above 6 or 8 
ince that time. We still protested the high-handed actions of the Commission 
mpewpud they told us we could take it to court if we desired but they couldn’t afford 
. prego lose a case like this because of the precedent that it would establish. 
They stated that if we should happen to win in the lower court that they 
Would appeal to the court in San Francisco and would prolong the case to the 
wextent we would become bankrupt. If we should happen to be solvent after 
Phis and should happen to win the case, they would appeal to the U.S. Supreme 
ourt and that their lawyers would have no problem at all breaking us there. 
He made the further acid comment that ‘“‘We have the whole U.S. Treasury back 
yf us. How much have you got?’ Now lets analyze just what has happened 
nnder this high-handed Government blackmail. In the first place, the com- 
munity has lost a payroll of approximately 40 men. In the second place, the 
1960. uke-home pay of the men I have left is some 30 to 40 percent lower than it 
as before. ‘ In the third place, our company has shown a consistent loss on our 
pperation since that time, because a company of this type can not operate under 
he Federal wage and hour law. Prior to the appearance of the Commission in 
ny business I made a substantial profit each year and as a result I paid my 
r ofiphare of the National and State taxes. 
im a Now let me ask you this one question: Just who has gained under this type of 
arati@@sinine, stupid administration of this law? The community has lost, the 
s sil™bovernment has lost, the employees have lost, and we have lost. 
this i Let me make one other observation: Not one single one of my competitors 
rho sells the same type of farm equipment locally on the retail level are under 
ne miaghe Federal wage and hour law, nor should they be. 
atel@ The latest efforts of the Commission are directed at an attempt to compel 
one@e to make a juvenile delinquent out of my boy instead of a good citizen, 
aS ause I feel that good citizenship comes from work and training rather 
han idle hours spent on the street. They are determined to prevent me from 
n ui@™ploying him in my business, and I am equally determined that I will go to 
star@eil before I acquiesce to their demands. It is obvious that small business 
chid@eeds a lot of help against this vicious law, and we are looking to you for 
by guidance. 
my fit Very truly yours, 





Deri 


DELL. 












LEwIs Mre. Co., 


-evell! Frep A. Lewis, President. 


ork 


fo Mr. Roosevert. Thank you very much. 


4 At this point in the record, without objection, I will insert the 
red itement of James G. Patton, president, National Farmers Union. 
wort (Mr. Patton’s prepared statement follows :) 

mont 

kel StaremMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL FARMERS UNION 


ur fi Farmers Union favors passage of H.R. 4488 because it is our longstanding 

vere M@Viction that all people are entitled to a decent level of living and that poverty, 
erever it exists in our economy, is as economically expensive to those of us 

sales #0 are fortunate, as it is to those who cannot maintain a decent level of living. 

till o@° believe in an economy of growth and we do not believe that full employment 

our #4 rapid economic growth are possible unless we steadily increase the purchas- 
£ power of farmers and their customers. 
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Our long-term goal is to free all people from the anguish of poverty and 
believe experience has shown that a ceiling over hours and a floor under 
are essential to that end. We know of no natural laws which can take pj 
of deliberate, intelligent human planning in achieving a good life for all of 
people. 

The enactment of H.R. 4488 would extend coverage on wages and hours 
about 7.9 million workers out of the 20 million who now have no protecti 
It is our understanding that out of this total of 7.9 million workers who would 
given coverage under this bill only about 1.5 million are making less than 
per hour and only about 3 million are making less than the new minimum 
$1.25 per hour. 

The things that farmers buy are manufactured by workers who in very 
cases, if any, would be in the category benefited by the provisions of H.R. 44 
Chemical and petroleum workers, for example, would not be affected becar 
their wages are above $1.25. Workers in other industries that manufacture fa 
equipment and supplies would not be affected. 

One result of this proposed increase in coverage and in the minimum We 
would be to increase food purchases. One of the chief arguments of the op 
nents of this bill is that it will add to inflationary forces. However, wa 
spent for food, and we believe that most of any increase would be spent f 
food, will not contribute to inflation because we have it in abundance. 

To the extent that inflation is the result of increased pressures of dollars 
production capacity, there is little merit in the argument that the provisi 
of H.R. 4488 are inflationary. Including large expenditures for agriculty 
commodities, the additional wages will be spent largely for goods which are} 
abundant supply. Moreover, it is apparent that the added cost to the indust 
brought under this bill could be paid without hardship and in most cases with 
increases in prices. 

A partial updating last year of the Department of Labor’s “City Wo 
Family Budget” which measures the cost of a modest but adequate level 
living for a family indicates need for a minimum income of $4,665 per year} 
family. Under the present law, assuming 50 weeks of employment at full 
hours per week, a worker would earn only $2,000 per year at the legal minimu 
wage; even if his wife worked full time the family income would fall short 
a modest but adequate level of living by $665 per year. 

If poverty in this country were the result of our inability to increase outp 
we could as man has in the past, provide for the poor whatever alms could 
spared, but in this country with agricultural stocks of unprecedented magni 
and with industry operating fairly consistently at far less than its full capad 
there is no justification for contending that we cannot afford wages high enow 
to more nearly approach the modest but adequate level. 

There are many impediments to full employment and full production, butt 
primary one is an absence of purchasing power. This bill would do much 
help in that respect. 

In recent years under the Bisenhower policies of tight money and high inter 
rates, crippling of the farm program, and the consequent decline in farm inc 
the firm refusal to maintain a decent level of expenditures for a wealth-creal 
resources program, the unswerving opposition to virtually every measure 
would materially increase purchasing power and economic growth, the rate 
growth of our economy has slowed to an average of less than 4 or 5 pe 
per year. It appears that the Soviet Union’s economy is expanding at af 
of 7 or 8 percent a year, a development which should be of concern evel § 
those who would not insist on economic policies to promote economic grow 
for simple humanitarian reasons. We believe this bill will promote econom 
expansion. ; 

It is our firm belief that the inflation we have witnessed in recent vears 
largely attributable to monopolistic administration of prices. And holding 
wages of millions of workers below the levels of decency will not prevent 
monopolistic sections of the economy from continuing to juggle prices upW 
Out of the $11 per ton price increase of steel in recent years, Gardner M 
contends that less then $2 could by any stretch of the statistics be attributed! 
wage increases and other increases in costs. 

That monopoly-dictated $9 increase is not the product of wage incresses 
minimum wage laws, nor will any increases in the future in such industries 
sult from extending coverage and increasing the minimum wage J 

There are also the defenders of the powers and functions of State and |! 
governments to oppose this bill. Farmers Union believes in the principle 
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keeping functions as close to the local level as economic commonsense will 
permit, but we know full well that it is not possible for the States to assume 
responsibility for setting a uniform minimum wage level for the Nation. 

Industry and prices and production are national in scope and function. Regu- 
lations must likewise be national. No State can long afford to step out ahead 
of other States on wages and other matters which place its own businessmen or 
farmers at a disadvantage with those of the other States. Opponents of State 
ninimum wage bills contend also that government should be kept close to the 
people, but they have killed such bills with the argument, among others, that 
it would create unfair conditions for business within their State. 

The contention that in a highly integrated economy local or State govern- 
ments can effectively regulate competitive conditions among private business is 
as outmoded as it is hypocritical. If businessmen and farmers are to get a fair 
break in competition such economic regulations as exist must be Federal. 

There is also the argument that the passage of this bill would add to the cost- 
price squeeze on farmers by increasing costs. In terms of type and number of 
workers affected by this bill and the amount of the increase in wages, this is a 
dubious argument. It is an argument based on economic assumptions which do 
not take into account the importance of increased purchasing power and the 
absolute necessity for a higher rate of economic growth. The farmer cannot 
solve his problems of holding down the purchasing power’ of his customers. 

The principal problems of the family farmer run to the cost-price squeeze 
resulting from administered prices, a regressive tax system, the high cost and 
limited availability of credit, the impact of chainstores and feed manufacturers 
taking over control of farms, mechanization, the slow rate of economic growth, 
and the inability to get control over production and to secure a rational farm 
price-support program to protect himself from the full impact of market forces 
beyond his control. 

He cannot rise to prosperity on a slogan of beggaring his neighbor—and his 
best potential customers—the lower income groups who would be benefited by 
the passage of this bill. 

The weakest of all arguments posed for the purpose of defeating this bill is 
that low wages are an evidence of surplus labor in an area and that the artificial 
raising of wages will interfere with the flow of investment funds into impover- 
ished areas to exploit the low wage structure. 

This argument, logically, rests upon the assumption of the existence of a 
highly competitive economy where the factors of production are moved around 
like chessmen. It is absurd on its face. If this kind of economy mumbo-jumbo 
had any degree of real meaning, we would not have the pockets of unemploy- 
ment and depression that exist today. For many decades, wages in some areas 
have been markedly below wages in other areas of the country. Inequities still 
exist in contradiction of theories of economic mobility put forth by opponents 
of H.R. 4488. 

We believe in reckoning with the economy and the forces at work constantly 
changing the economy on a realistic basis. We would much rather rest the fate 
of the family farmers of America and of those who depend upon them and con- 
sume their output on the development of a rational functional economy through 
democratic processes of government. 

We urge the passage of H.R. 4488 or some similar measure as one more mile 
stone on the road to a better life for all of our people. 


STATEMENT BY IRIS F. BLITCH, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF GEORGIA 


In 1949 Congress wisely inserted in the Fair Labor Standards Act a provision 
to exempt lumbering and logging operations that employ 12 or less men from the 
hinimum wage and hour regulations. Now it is proposed to eliminate this ex- 
emption. 

It cannot be too strongly emphasized that such action will be detrimental to 
the economic welfare of many people and to the economy of the communities and 
States, particularly the pine-growing southern regions, which will be affected 
by the ill-proposed extension of coverage. I welcome the opportunity to appear 
here today to voice opposition to omittine this exemption from the Fair Labor 
Standards Act as contemplated in H.R, 4488. 
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Let me make it clear that I am not against the payment of fair wages and addit 
the establishment of proper working hours. The worker is fully entitled to his} aire, 
just share of the returns from the fruits of his labor to maintain a decent stand J foros 
ard of living. 

The Fair Labor Standards Act was enacted in 19388 to protect employees ne 


engaged in industries in interstate commerce against substandard wages. At Srch 
the time of its passage it was also considered as a measure to help combat the peale 
existing economic depression by raising the level of wages to create greater} oop 
purchasing power, and thereby stimulate business and increase employment, Gente 
Shortly after the act became law, the country became busily engaged in war prof fy 9) 


duction. In this economic climate substandard wages tended to disappear ani Mo 
whatever justification might have existed earlier for Federal intervention was bp 


no longer in effect. But the law has remained in the statutes and now we hare age 
before us all sorts of proposals to extend it even further. Thus extending amen 
Federal power farther into matters which are purely local. sinin 


The wages paid by small logging operators are not substandard. In the 1957 It j 
hearings on the minimum wage, the testimony of men engaged in the pulpwood 


industry included statements to the effect that competition for labor dictated aq 
the payment of wages equal to the minimum set by the Fair Labor Standards dior 


Act. It is of interest to note what Mr. Ernest E. Hale, executive vice president It « 
of the Alabama Forest Products Association, said about wages: 


“The presence of the exemption in the law exempting these small forestry je 
operators from having to pay the dollar minimum does not mean that the em Owe? 
ployees are receiving substandard wages. Just prior to my coming to Washing ; is 
ton, I made inquiries of many employers who advised me that with the prevail- "The 
ing piece rate now being paid, the able-bodied worker in the woods, either cuttin . C 
or hauling forest products, is making a dollar or more per hour, so to me it b Ing th 
apparent that the presence of the exemption is not resulting in the payment @ overtl 
substandard wages in the forestry operations.” (U.S. Senate Committee on Labarg (Pla 
and Public Welfare. Proposals to extend coverage of minimum wage prote: full w 
tion. Hearings before the Subcommittee on Labor, 85th Cong., 1st sess. Washg S"#!! 
ington, U.S. Government Printing Office, 1957. p. 608. ) discou 

This was true more than 3 years ago. And we all know that since then wage m op) 
have gone up appreciably. 7 O< 

The objection to applying the wage and hour provisions to small forestry 0p abor 
erations lies in the burden and expense of complying with the recordkeepilg mans 
regulations. The evidence presented before this committee in earlier hearing ay \ 
showed conclusively that the nature of small logrolling does not lend itself of 
bureaucratic requirements of recordkeeping to satisfy the Federal inspectio tt ne 
We are dealing here with small businessmen whose profit margins are vetlf (, the 
meager. The potential increased costs of hiring the personnel to supervise the i he 
operations and prepare the records would force many operators out of busines iithou 

: 


The weight of the evidence led Congress to make an exemption of loggit Now 
operations employing not more than 12 men. There is little change in dhala 
performance of the work on small tracts of timberland in the Southern State 





and the need for exemption is as urgent today as it was in 1949. Pinta 
Recording the worktime of employees would not only be tedious and tim of m y 
consuming, it would be impossible to compile accurate data. The operatii the oe 


methods in logging are unlike those in the manufacturing industries and servitt I think 
trades, where work is performed in one settled place under supervision. Loggilt ink 
is done by crews composed of a few men who generally work in scattered abl 
sometimes widely separated tracts of the woodland. Traditionally the men at 
an independent lot who have been accustomed to work as and when they plea*§ Congre, 
They are paid on a piece rate basis, and the hours they work are a matter © state ( 
personal choice. Some days they may work morning and late afternoon houhg Afiqng, 
one day they may work only a few hours, making up for the lost time at a late 


the cor 














date. It would take a great deal of supervision and doublechecking to keep da ‘ 
of the time and overtime worked by the individual employee. make a 

In addition to full-time operations, there are many small tracts of timb As = 
connected with farmlands which are utilized during slack seasons in agricultW§ joy j. 
as a means of supplementing the farmer’s income. Employment on these projet Nations 
is of a temporary and part-time nature. I should like to quote from Senai Admi 
Stennis’ statement before the Senate Committee on Labor and Public Welf@™ffor tha, 
last year: this ma 

“Merely establishing records to check and keep time on such employees wolf», ike t 


require the additional help of a bookkeeper for many timber operators. First 


ones, A 
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nd } addition of this single worker to the small operator’s payroll might mean the 
difference between going out of business or continuing to develop the South’s 
id- } forestry industry.” 

Herein lies the danger to the economic welfare of all concerned. We have been 
°F striving to aid the small businessman, increase employment, and strengthen 
At purchasing power. If the 12-man exemption provided in section 13(a) (15) is re- 
the pealed, the expenses of many of the small forestry operators will be increased to 
tet} such an extent that they will be forced to cease operations to keep from suffering 
Mt} losses. The result will be loss of employment for his workers and loss of income 
r0- F for all concerned. 

and Moreover, because of the exemption, it is permissible to employ many marginal 
Wa § workers who because of physical handicaps may not be able to earn as much as 
ave} the able-bodied men. Under the minimum wage provision they would lose the 
ling} means of earning any income from forestry work, because payment of the 
ninimum rate for the work produced would be prohibitive. 


951 It is possible that the small operator might sell out to larger concerns which 
ood could afford additional costs, or which have mechanical equipment to do the 
ited work. However, there are numerous tracts that the big operators would con- 
urds sider unprofitable to use. 
lent It can readily be seen that a decline in operations in fhe pulp-wood industry 
inthe South would depress the region’s economy. There would be a loss through 
stty a decrease in the amount of wood available for the market, a loss of purchasing 
in power through loss of wages, and an increase in the need for public assistance 


vail funds to care for displaced workers. 
ting There is one other point that should be stressed in the consideration of eliminat- 
it rf ing the 12-man exemption. Section 13(a) (15) provides that the minimum and 
tof overtime wage provision “shall not apply with respect to any employee employed 
aber in planting or tending trees * * *.” The planting of trees sometimes requires 
oter. full working days which would call for overtime payment if the employees of 
rash: small landowners should no longer be exempt. The additional expense would 
discourage this activity which is so valuable to the future of forest growth and 
‘ages the opportunity to add to the natural assets of the country. 
In conclusion I should like to point out that the declared policy of the Fair 

y Op labor Standards Act is stated to be the correction of substandard working condi- 
oping tions “without substantially curtailing employment or earning power.” Secre- 
ring tary Mitchell in 1957 observed that “Congress must have had in mind that the 
if pp Pair Labor Standards Act was not to be a disrupting act in terms of the health 
tion of the business and, therefore, the employment of people.”  ( Hearings, p. 902.) 
vert Ifthe exemption provided for small logging operations is removed, the intent of 
e the Congress in 1988 will be flouted. 
ines I sincerely urge this committee to retain section 13(a) (15) and protect a vital, 
ggitt although small, segment of our industry. 
n the Now, Mr. Chairman, in addition to the testimony which I have just given, I 
state would like to include in my remarks a letter from a constituent of mine which 
explains how an increase in the minimum wage would affect the restaurant in- 
tim dustry. The writer of the letter, Mr. Albert Crews, is a personal friend of mine 
-ating ofmany years standing. I have dined in his restaurants often and know many of 
orvi the people who are in his employ. The situation as he explains it is correct and 
geint I think the information he gives would be most important to this committee in 
d all the consideration of the bill before it. The letter is as follows: 


pn are 


plea®® Congresswoman Iris Burcu, 
ter OF State Capitol Building, 
Atlanta, Ga. 


Dear Mrs. Briren: I am writing you in regard to the proposal S. 1046, of 
Senator John Kennedy to raise the minimum wage to $1.25 per hour, which would 
hake an amendment to the Fair Labor Standards Act. 

As you know, the Georgia Restaurant Association, of which I am past presi- 
dent, is very much concerned and opposed to the passage of this bill. Also the 
National Restaurant Association is bitterly opposed to this action. 

Admiral George R. LeSauvage, chairman of the Government Affairs Committee 
for the National Restaurant Association, has probably already approached you on 
om matter. This is a bill that the national association has been concerned about 
or years. 

First, let me explain the effect it would have on my operations and similar 

oes. As you probably know, I now have nine operations; eight in Georgia and 





BruNswIck, Ga., June 1, 1959. 
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one in Florida. Some are relatively small, two inplant feeding, three summer 
resorts which we must keep open year around. 

This summer we are taking six girls from State Teachers College, Statesboro, 
Ga., and three girls from Abraham Baldwin, Moultrie, Ga., two from G.S.C.W, 
Milledgeville, Ga., to use as waitresses on Jekyll Island. Out of this there are 
three girls from the Brunswick area, the rest, the president or dean from the 
college contacted us for summer work for these girls. In order for these girls to 
continue their education it is necessary for them to work during the summer to 
earn their tuition for the next year. 

In addition to these girls, we use approximately eight local teachers who must 
find employment during the summer. These teachers are an asset to the com. 
munity as well as highly regarded by the board of education. 

Each summer we employ at least 20 to 30 local graduates and students enter. 
ing their senior year. They also must work to earn tuition to further their 
education. 

We have found these people to be good employees and deserving of the oppor 
tunity to continue their schooling. 

The prevailing wage for waitresses in this area is $15 per week plus two meal 
per day, plus transportation to Jekyll. They average about $60 per week in tips 
and gratuities, which would put a college girl in the wage bracket of $90 to $10) 
per week for summer work. 

So you can see, if this bill is passed we would be unable to utilize this help with 
a minimum wage of $1.25 per hour. 

I have investigated this situation in all resort areas and find the same holé 
true. I would venture to say that several hundred girls and boys in the Stateso 
Georgia alone would be prohibited from a college education, which in our eve 
growing world is so badly needed and these young people are so deserving of. 


























In our kitchens we use older people for dishwashers and pantry help who arfo intrx 
unable to hold down a manual job elsewhere. Our wage on these workers at nly w 
from $30 to $40 per week for 48 hours plus two meals and transportation to 4 
from work. 

In the event this bill is passed we would be unable to use college student ATE] 
teachers and older people unable to do manual labor. We feel that unemplé 
ment would increase at least 10 percent to 15 percent throughout the country, 
Insofar as the waitress is concerned she would have to go on straight salary Mr. ( 
our menu prices would be increased 15 percent across the board, which would lg “ |" 
detrimental to our business. but Ta 


Mrs. Blitch, the big chain food stores are fast cutting into the restaurant bu \ 
ness with their frozen desserts and TV dinners, where they have mass producti@imsel f 
and assembly lines. It is hard for the individual to meet this competition ne 
A restaurant employee only works an average of 5 to 6 hours per 8-hour da 
In other words, where you operate two shifts of people—16 hours—you have ong, 
two rush peaks per shift and the lull between is just a waiting period. 

I feel that there is nothing more vital to your small communities and 


cities than a good restaurant. I feel that we should encourage the growth of Mi }ho¢ he 
restaurant industry rather than have law passed that would be very detriment bsolut 
and discouraging for anyone to enter the restaurant industry. As you know, Cf ute 
petition is good in any business and we vitally need good restaurants all over busin: 
country. I tak 

Therefore, for the above reasons, I go on record as being bitterly opposed tot Richmo 


bill and strongly urge your complete support for the defeat of this bill on bel 
of the restaurant industry. 

Sincerely yours, 
ALBERT CREWS. 


Mr. Roosevett. The committee at this time will receive into thet - ( 
ord a number of statements, consisting of statements, petitions, resolig “ ] 
tions, and letters which the committee has received from time to tinpe??eser 


regarding minimum wage-hour legislation. They will be accepted 
the appendix of the record, if there is one, but otherwise for the com 
mittee files. 
The committee will stand in recess until 9 :45 tomorrow morning. 
(Whereupon, at 6 p.m. the committee was recessed, to reconvene 
9 :45 a.m. Thursday, May 19, 1960.) 
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ater: Hovsk or REPRESENTATIVES, 

heir SUBCOMMITTEE ON LaBor STANDARDS 

ie OF THE COMMITTEE ON EDUCATION AND LABOR, 
Washington, D.C. 

ies} The subcommittee met, pursuant to recess, in room 429 of the House 

wm Dfice Building, at 9:45 a.m., Hon. James Roosevelt presiding. 


Present: Representatives Roosevelt, Dent, Pucinski, Ayers, and 
iestand. 

Also present: W. Wilson Young, subcommittee counsel. 

e Mr. Roostveir. The subcommittee will come to order, please. 

The subcommittee has the great pleasure this morning to welcome 
ur colleague, the Honorable J. Vaughan Gary, who I believe is going 
fo introduce our first witness. We are delighted to have you, sir, and 
‘Puly wish we had the chance to have your advice a little more often. 


hp ATEMENT OF HON. J. VAUGHAN GARY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 


} Mr. Gary. Thank you, Mr. Chairman. I appreciate it very much, 
but I am here to introduce one of our outstanding citizens of Rich- 
wpond, Va., Eugene Sydnor, Jr. His parents and his family and he 
imself have been in the wholesale business in Richmond for many, 
any years. It is one of our best families in Virginia. He himself 
i an outstanding young businessman, and he has served in the State 
mate of Virginia, and he is thoroughly reliable in every respect. 
fe 0u may not agree with some of his views, but I can assure you that 
M@hat he says to you will be conscientiously said, and that he believes 
cap olutely in his position, and he speaks with authority because, as 
businessman he knows whereof he speaks. 7 
I take great pleasure in introducing Senator Eugene B. Sydnor of 
m@ichmond, Va. 

Mr. Roosrveit. Thank you, and, Mr. Congressman, we would like 
)say to the senator that we feel the same way about you as you have 
pressed about him. 

Mr. Gary. Thank you. We appreciate this very much. 

Mr. Roosrve.t. We are delighted to have you. I believe you are 
presenting the U.S. Chamber of Commerce this morning? 
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STATEMENTS OF EUGENE B. SYDNOR, JR., RICHMOND, VA.; 4 
EMERSON P. SCHMIDT, DIRECTOR OF ECONOMIC RESEAR( 
CHAMBER OF COMMERCE OF THE UNITED STATES 


Mr. Sypnor. Yes, sir, Mr. Chairman. I would like to introdug 
to beg Dr. Emerson P. Schmidt, who will also present testimony f 
the U.S. Chamber of Commerce. 

Mr. Rooseven rT. We are glad to have you, too, sir. Will you procegi 

Mr. Sypnor. Dr. Schmidt will present certain testimony first, se 
is agreeable with the chairman. 

Mr. Roosrvetr. You may go ahead. 

Dr. Scumiptr. Thank you, Mr. Chairman and members of the con 
mittee. I am glad to be here. I am the director of economic resear 
of the U.S. Chamber of Commerce, and I will discuss primarily th 
economics of this proposal, and Mr. Sydnor will discuss the extensia 
of coverage. We are going to direct most of our remarks to H.R. 48 
although we have looked at most of the other bills that have bee 
introduced. 

In this connection, Mr. Chairman, we have a rather lengthy state 
ment with some attachments, not only my statement but we han 
another memorandum called SOther Mininium Wage Laws,” inclué eat Wi 
ing Walsh-Healy and Davis-Bacon, and we would like to have all¢ toon 
these materials introduced in the record if that is agreeable to : | 
including another memorandum on the extension of overtime whidf” ‘A 
Mr. Sy dnor will present, and a supplement to his statement, and the amb 
we have appendices A, B, and C. If it is agreeable we would liket ie ™ 
have those introduced in the record. pk ‘ 

Mr. Roosevett. Without objection, the material which has bee dlusioy 
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submitted will be included immediately following the remarks whid Con 
you and the senator are going to make at this time. eee 
Dr. Scumipr. Thank you. It is my understanding that Con Ps a 
man Hiestand has a bill which he will discuss, H.R. 12170, whichi “x . 
designed to bring a little more order into the several minimum wW th om 
fixing programs of the National Government, and so I won't addres” ¢ 
myself to that any further, except to say that T think it is an excellesf ™p!o 
idea and deserves the most careful study by this committee. In | 
You may have noticed that in the Economic Report of this year, cn h 
page 65, the President stated— pd 
Favorable consideration is again requested for legislation to revise the ¢ tiated 
moded provisions of the 8-hour laws applying to Federal and certain fed mas 
assisted construction projects. millio 
You have administration support for greater coordination in th is b 
whole field. hon 2 
I am going to try to summarize my statement because of the pr frure 
of time, and T understand you have other witnesses. ploy 
My associate in the presentation of this testimony today is Eugeg. 1» 
B. Sydnor, Jr., of Richmond, Va., 2 member of the U.S. Chambe “im 
Domestic Distribution Committee. adc 
We believe the proposed legislation before this committee wo basin 
have a detrimental effect on the national economy. Thus, we app ad lar: 
clate your giving us the opportunity to express the chamber’s vie ' 


in opposition to H.R. 4488 and other similar proposals. 
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Mr. Sydnor and I will divide the chamber’s testimony in the follow- 
ing manner: I will speak primarily on the proposal to raise the mini- 
mum wage to $1.25. Mr. Sydnor will comment mainly on the proposal 
io extend coverage of the law to employees of retail, service, and 

other trades—where coverage does not now apply. 
i Our remarks will be directed essentially at the provisions in H.R. 
488—but our opposition to such legislation is applicable, as well, to 
the other measures which propose to use governmental power as a 


~ Alever for a higher minimum rate or broader coverage. 





Also, inasmuch as these hearings relate to amending the Fair Labor 
Standards Act, I will include in my testimony brief comments sug- 
gsting its amendment to include within its scope the Walsh-Healey 
and Davis-Bacon Acts—which obscure the area properly oceupied by 
Tthe Fair Labor Standards Act, and no longer serve their original 
purpose. 

The chamber’s position is that if H.R. 4488 is enacted, it will curtail 
total real purchasing power, contribute to inflation and cause substan- 
tial unemployment. 

In particular, it will substantially curtail employment and pur- 
chasing power in the low-wage industries. Therefore, it is inconsist- 
ent with the Fair Labor Standards Act of 1938. H.R. 4488 is in effect 
arepudiation of the policy of the original act, which was to eliminate 
“onditions detrimental to the maintenance of the minimum standard 
of living necessary for health, efficiency, and general well-being of 
workers * * * without substantially curtailing employment and earn- 
fingpower.” In the remainder of this statement I would like to outline 
the facts and logic which have compelled us to arrive at these con- 
dusions. 
# Congress, unfortunately, cannot abolish poverty by law. The mini- 

mum wage law strikes at the symptoms of poverty but does not go to 
its roots. At this time, to raise the minimum would do more harm 
Athan good. The curtailment of employment opportunities would 
reduce living levels among our poorest to an extent that would more 
than offset any increased wage benefits enjoyed by those who remain 
employed. 

In looking at the economic implications of minimum wage fixing, 
you have to look at at least three aspects of the impact. There is 
the direct impact at the minimum. The direct wage increases repre- 
sent the first wage costs impact. The Department of Labor has esti- 
yg Uated that raising the minimum to $1.25 would directly affect 3.8 
nillion workers, adding $1.1 billion to wage costs. The additional 
sage cost of extending coverage as proposed by H.R. 4488 would be 
$L8 billion. Wage increases would be required for 3.2 of the 7.8 mil- 
lion additional workers to whom coverage would be extended. The 
figure of nearly $3 billion of directed wage costs assumes no unem- 
yf Ployment effects; the actual figure, therefore, would be somewhat 
maller, It does not include, however, either the overtime premium 
pay cost of H.R. 4488, nor the indirect wage costs, both straight-time 
and overtime. When these are totaled, the resulting wage costs to 
business would be much larger than $3 billion, probably several times 
as large, i 
_ The number of workers directly affected by the proposed legislation 
several times as large as the number affected when the $1 minimum 
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went into effect: 7 million versus 2.1 million in 1956. The wage cosi 
would also be several times as large, although actually no one know 
how much larger. tis t 

The concentration of workers around the present minimum Is mne¢ 
greater now than when the last change was made in March 19% 
In a survey of six low-wage communities, the Department of Labe 
found that in February 1956, just before the minimum was raise 
from 75 cents to $1, 10 percent of the workers covered by the Fair 
Labor Standards Act were earning less than 80 cents an hour. 

That is a point which Congressman Curtis made yesterday morning 
and I thourht he made is very effectively. 

In addition to this initial impact at the minimum, you have th 
overtime, and the additional wage costs of the overtime would runw 
least into hundreds of millions of dollars annually. 

The Department of Labor does not include the overtime premiun 
pay provision in its estimates of the wage costs of H.R. 4488, ani 
makes no attempt to calculate the impact of the premium pay pr 
vision. Certainly one reaction to a higher minimum and extendel 
coverage will be an attempt to reduce overtime work. Nevertheles 
in many industries substantial amounts of overtime may be unavoit 
able and would continue. 

Overtime premium pay is the second wage cost of raising the mini 
mum and extending coverage. Its importance derives from the fad 
that it affects all covered workers directly, whether or not the 
earning close to the minimum wage. In January 1960, overtime hou 
worked per employee in manufacturing averaged 2.8 hours of a4 
hour week, or 7 percent. There are no comprehensive data on over 
time hours worked in the industries which would be newly cover 
by H.R. 4488. In the most important of them, retail trade and servic 
industries, working weeks in excess of 40 hours are very comme 
The additional wage cost of the overtime provisions of H.R. 4 
would run at least into the hundreds of millions of dollars annus 

The third and, undoubtedly, the largest wage cost of raising ft 
minimum and extending coverage is the increase in wage rates ab 
the new minimum to maintain or restore wage differentials. A highe 
minimum may, on impact, narrow existing wage differentials fi 
different skills and increase differentials between covered and 
covered plants and industries. But in time the skill differentials 4 
largely or completely restored. Wage differentials between covert 
and uncovered plants and industries are intially increased, but eve 
tually revert to something like their original level, as competition fi 
labor drives up wages in uncovered plants and industries. The nf 
effect is a large increase in wage costs, with inflationary consequen¢ 

In negotiations recently concluded in the garment industry, t 
union obtained a provision which authorized it to reopen the contri 
in the event that the Federal minimum wage was increased durilf 
the term of the contract. The reopening was for the purpose: 
maintaining the existing 20-cent differential between the contract mi 
imum and the Federal minimum. 

This provision should be of special interest to this committee 
cause of the issue before it for consideration, for the provision reflet 
the fact that the repeated moves in the last 12 years to increase f 
Federal minimum wage are related to and are an invasion of the f 
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properly covered by collective bargaining. You will note in this 
gnnection that the contract to which I have already referred had a 
ontract minimum higher than that presently in effect under the Fed- 
eal wage and hour law. 

Joseph Bierne, president of the Communication Workers Union, 
made the statement that it becomes much easier to negotiate higher 
wages in the communications industry if the minimum wage fixed by 
vernment is higher. 

Perhaps, Mr. Chairman, and members of the committee, this is why 
many union officials strongly support this bill even though all of their 
members already earn more than the proposed minimum. 

Impressive evidence that skill differentials are restored by and large 
is provided by Department of Labor surveys of the economic effects 
of raising the minimum, and by the Secretary of Labor’s latest annual 
report to the Congress. The surveys show that after the passage of the 
i-cent minimum, and again after the passage of the $1 minimum, 
sill differentials were temporarily narrowed in the low-wage indus- 
tries surveyed, but that they were largely restored within 2 years. 

Whenever payment is on a piece rate basis, including in this cate- 
gory commissions, skill differentials are immediately and fully re- 
stored. The same piece rate must be paid the slow or inefficient and 
the fast. or efficient worker. If the piece rate must be raised for the 
sow worker—unless his employment is terminated because it is un- 
eonomical to continue it—to bring his wage computed on an hourly 
basis up to the minimum, then the piece rate is likewise raised for the 
fast worker, and his hourly income raised proportionately. In other 
words, the proposed legislation would raise the wages of many workers 
whose wages are above the minimum. 

Department of Labor surveys provide evidence that wages in un- 
covered plants and industries were pushed up by the higher minimum ; 
that the widening of differentials between covered and uncovered 
firms after the new minimum went into effect were largely temporary. 
Whenever covered and uncovered industries and firms compete in the 


# same labor market, and whenever there is no great local unemploy- 


ment, the uncovered firm must meet the wages of the covered firm 
competing with it for labor if it is to keep labor turnover down to 
acceptable levels and if it is to attract and hold the quality of workers 


# it wants. 


Further evidence on the magnitude of the indirect wage costs of 
raising the minimum is provided by Governor Harriman in his Janu- 
ary 8, 1958, message to the New York State Legislature : 

Within the past year, legal minimum wages have been increased in 6 of the 10 


industries covered by minimum orders. We estimate that some 150,000 em- 
ployes had their wages increased as a direct result of these orders, and that an 


#8 additional 450,000 received increases as an indirect consequence of the order. 


Historically, the Federal minimum wage in its origin was intended 
ts a device to relieve a distress situation. But the evidence I have 
presented shows that in fact the economic impact of increases in the 
Federal minimum wage is not limited to the direct cost of the mini- 
mum wage adjustment but must include other wage rates which are 


iF Increased because of their relation to the Federal minimum wage. The 


current use of the Federal minimum wage and its proposed increase 
go far beyond the area of its original objective. The broad issue, 
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therefore, presented to the committee is the extent to which the Fed. 
eral Government should go in fixing wages. 

Wage differentials are inherent in our economy. They reflect differ. 
ences in skill, experience, ability, responsibility; they reflect condi- 
tions of supply and demand for skill. Wage differentials of all types 
perform the essential function of facilitating the training and re. 
cruitment of needed labor, and of allocating existing supplies of labor 
to the places, functions, and employments where they will be most 
productive. Consider the consequences of raising the minimum if 
differentials were not restored. Unskilled labor would suddenly be. 
come much more expensive, whereas skilled labor would still earn the 
same wage. This would create new incentives for employers to re 
place their unskilled labor with machinery—incentives not based on 
technological progress but purely on reduction of wage differentials 
The main result would be increased unemployment among unskilled 
workers. 

Total wage costs of a higher minimum are almost certain to be 
several times as great as the direct costs of about $3 billion. No one 
knows the approximate magnitude of the additional wage costs of 
overtime pay and the indirect costs of restoring skill differentials plu 
the upward pressure on wages in uncovered firms, industries, and 
occupations. These indirect wage costs are largely independent on 
the unemployment effects of a higher minimum. 

Under conditions of full employment, perfect labor mobility, and 
an accommodating fiscal and monetary policy, the increased wage 
costs would be many times $3 billion. The higher the level of em 
ployment, the greater the mobility of labor, the greater the extent of 
unionization and the degree of union power—then, the greater the 
magnitude of the indirect wage costs. Since labor costs are about 
70 percent of total costs for the economy as a whole, a massive it- 
crease in wage costs must result in substantial price increases. 

Some people like to argue, of course, that businessmen are so pros 
perous that they can absorb these additional wage increases out of 
productivity or out of profits. But profits have been a declining 
sector of our economy. On the whole they are satisfactory, they ar 
pretty good, but they have declined, relatively. 

As a percentage of GNP, profits in 1959 were only 5.1 percent; 
profits have not accounted for as much as 6 percent of GNP sine 
1951; they were 8 percent in 1950, and almost 8 percent in 1947 and 
1948. In other words, profits by historical standards are low, no 
high; they have declined as a percentage of GNP, not increased. 

In other words, the additional wage costs of a higher minimum and 
extended coverage would at best take a major chunk out of net profits 
with unfortunate results on savings, investment, employment, pro 
ductivity gains, and economic growth. In fact, the impact would not 
be distributed evenly throughout the economy, but would be heavily 
concentrated in certain low-wage industries whose labor costs are 4 
large share of total costs. These industries, by and large, are highly 
competitive and operate on a very low profit margin. 

Retain trade, the principal victim of extended coverage, is a col 
spicuous example. According to the Internal Revenue Service, aver 
age net profits of all retail trading corporations reporting in fi 
year 1958 (latest available) were only 1 percent of sales. Of all com 
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panies reporting, 41.4 percent. had no profit at all, and the remainder 
averaged 1.8 percent. A similar picture could be painted for other 
industries: many firms have no profits at all, and even the total net 
profits of the industry would be quite insufficient to cover the addi- 
tional wage costs of a higher minimum. 

A further reduction of profits would be economic folly at a time 
when there is large public outcry for more growth, more investment, 
more job opportunities. A decline in profit expectations is hardly 
calculated to increase investment, accelerate growth, and reduce unem- 

loyment. 

Of all major components in our economy, business profits alone have 
failed to share in the exceptional growth of the past decade. Compen- 
sation of corporate employees increased from $90 billion in 1948 to 
$163 billion in 1957. Increases both in total employment and in rates 
of pay contributed to this rise. For example, average hourly rates 
in manufacturing increased about 50 percent in this period. Cor- 
porate net profits, by contrast, rose from $20.5 billion to $22.2 billion, 
only an 8.3 percent increase, despite greatly increased investment and 
sales. The return on capital invested in manufacturing declined by 
about one-third over the same period. 

Can the wage costs be absorbed by gains in productivity? Pro- 
ponents of a higher minimum also maintain that its wage costs need 
not raise labor costs or prices. Past experience lends no support to 
thiscontention. Yet, proponents also maintain, in a different context, 
that productivity gains in recent years have been very small. 

An increase in the minmum to $1.25 now would mean 66.7 percent 
increase in a period of only 4 years. This is several times the increase 
inlabor productivity which has taken place in this period, and for that 
matter, several times the increase which even the most extreme op- 
timists could reasonably expect. Furthermore, there is every reason 
to believe that productivity among those directly affected by a higher 
minimum has increased less than the average, if it has increased at 
all; for these are workers with very little skill. 

Certainly, higher productivity could reduce the impact of higher 
wage costs on prices. But the most likely way of increasing pro- 
ductivity without inflation is through investment in labor-saving 
equipment and methods. Mechanization and other methods of raising 
labor productivity create new jobs as they eliminate old jobs. But 
the jobs created are generally for skilled workers, not. for workers 
directly affected by a higher minimum; and the new jobs may be in 
areas quite distant from the centers of heavy unemployment effects. 

Our economic progress has been marked by a long history of cutting 
costs, upgrading skills, and raising labor productivity through adop- 
tion of improved technology. Such progress has its costs in the form 
of displaced labor, obsolete skills, declining industries and areas. But 
the benefits far outweigh the costs. The detrimental effects of tech- 
nological change are minimized when change proceeds at a fairly even 
pace, keeping within bounds the adjustment problems at any one time. 

The rash of mechanization and other changes in method or equip- 
ment following a large and sudden wage increase greatly aggravates 
the adjustment. problem without speeding the pace of progress, for 
it is induced by the sudden large increase in wage costs, not by a 
technological bonanza. 
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In brief, the proposed legislation would be significantly inflationarpust be 


We need not detail here the harmful effects of inflation on savinggbe witl 


and, therefore, on investment, nor inflation’s stimulus to speculatiog Thet 
and overborrowing, with all of the injustice inflicted on those witiftreme — 


relatively fixed incomes. It is sufficient to point out the consequencajpome t 
of continued inflation on income and purchasing power in these daygnot be 
of vigorous foreign competition. . Mr. 

Perhaps the only new thing, Mr. Chairman and members of th} Mr. 


committee, that we want to stress is the foreign competition problempoomp® 
Our foreign competitors, operating plants built largely since Workfand th 
War II, in part with American aid, have achieved productive efficiengy Can 
in many cases comparable to our own. The sredhinctaig of most ofvery 1 
our international competitors continues to rise more rapidly than owp>tates 
own. But their wage rates are much lower than ours. In some linef$!Ves - 
our production know-how and our high labor productivity are mp vest 
longer great enough to offset lower foreign wage rates. In partial} UT- 
consequence, since 1955 the dollar value of our exports has risen only Mr. 
13 percent. whereas the dollar value of imports has soared 35 percent{ wders 
Some of our exports have lost out in foreign markets, and foreig} Dr. 
competitors are edging us out of some of our own domestic markets as "it 
well. have | 

We must choose between retreating into a protectionist shell of Ms tw 
maintaining our competitive position at home and abroad. Certainly} “mos! 
the last is much to be preferred. But it requires constant and w} 1% ¢ 
remitting resistance to inflation. Resistance to Government. over va 
spending is not enough; we must also mount a determined drive o 40 
production costs, so that price increases may be checked and somej ™*X! 


prices may fall. Our firms are moving abroad in order to meet this oP 
problem. Slew 

This problem is really the most serious thing that this committe idea, t 
has to consider. I think it will have more far-reaching implication} ™"*- 
in terms of the entire export-import relationships, in terms of the] 
integrity of the dollar, the dollar as an international currency, that ton 
any other single impact. wr 

Some of our exports have lost out in foreign markets and foreign in p 


competitors are edging us out of some of our own domestic markets lat; 

On June 30 of last year, Prof. Wilson E. Schmidt, of Georg a0 
Washington University, a specialist in international economics, said| “PP! 
before the Joint Economic Committee that the abnormal state of yi 
the last 25 years in which we could fashion our domestic and foreign} . *” ‘ 
policy in complete disregard of our international balance of pay- =a 
ments has passed. In other words, we are facing an entirely new ii “ay 
kind of problem. | powga 

The Bank of Brussels, which is the leading financial institution Sh J 
in Belgium, recently released a study which showed the remarkable ag 
fact that average labor costs in the Common Market have droppel] 8° 
some 12 percent by mid-year last year, below 1953, while at the cage 
same time according to the Brussels bank, U.S. labor costs are up? the ” 
percent over the same period. The bank went on to say it has beet i - 
assumed that this was a temporary matter, but it now appears to the ‘ ie 
bank authorities and the students of this research project that this 7. 
is not the case, that Europe is now becoming a mass producti x 
territory, particularly in the Common Market, and that they art 
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narpust beginning and therefore our balance of payments problem will 
vingge with us for a long time. 

atiog ‘There are some pessimists, and I don’t happen to share this ex- 
wittreme view, who think that we will be forced to devalue the dollar 
oneafgome time in the next 5 or 10 years. I certainly hope that that will 
daygnot be the case. 

Mr. Roosrverr. Mr. Dent has a question on that point. 

f tht Mr. Dent. I just came in in time to hear you talking about the 
ylemfcomparison of the so-called foreign markets and Common Market 
Torfand the increased costs in America as compared to wage increases, 
iency Can you tell me, sir, why the chamber of commerce, because I am 
st very interested in it, why the Chamber of Commerce of the United 
: oypstates endorsed and supports the foreign investment bill which 


ling gives American investors a tax concession over American corporate 
 ypinvestors who invest in this country ? 


rt} Dr. Scurmupr. Well, I think the reason is that we have been—— 
on} Mr. Denr. I do not want to embarrass you, and I want you to 
cent} uderstand that, that Iam sincere. OM 

ein} Dr. Scumupr. I think any question is a legitimate question, and 
taf that is a good question. I think probably the reason is that we 
have been told by three Presidents, including Mr. Eisenhower and 
|| orf his two predecessors, and by the Secretaries of State, that it is of the 
inj] wmost. Importance that we develop the underdeveloped countries. 
You can do it through Government aid, and you can do it through 
Government loans, but most people feel that the most effective way 
e g| 0 do it is through private investment. In that way you will get a 
come} Maximum impact, and you will do it through private channels, 
this) Where you don’t get into political difficulties. 

For that reason, somebody, and I don’t know who, originated the 
ittee| dea, thought that it would be useful to have some kind of tax abate- 
jons| Ment. We, accepting the notion that we needed to help the backward 
the| Countries, went along with it. Now certainly I think that your ques- 
han] ton is correct in its implications, that this may run contrary to the 
~ | correcting of the imbalance. 

sim} . Mr. Den. And it also runs contrary to the arguments that we hear 
cots | here on this minimum wage, because the very essence of that legis- 
a lation will destroy and it must destroy, and its whole aspect of the 
said] *Pplication of the principle behind it will destroy the very thing that 
, of | Weare trying to promote. ! h ; 

jj | . In other words, in developing the underdeveloped countries which 
yay-| |S a worthy and I say a very humane and probably a very self-preser- 
nen| Yation motive, supposing that you manufacture, as they do in my 
district, glassware of all kinds. You go into an undeveloped country 
tin} “2d you set up a glass plant. Now, shipping it back into the United 
able} States is not the problem. In fact, that you will be able to produce that 
glass at such a low wage scale and then ship it to the customers that 
the} You now have in other foreign countries is the destructive aspect of 
ip! the bill. Ifthe bill would limit it to the producing and selling within 
eon | the country where they are supposed to need it, support then would 
the} be proper. How do you help to develop a country when you help only 
this} those who produce the goods and not the people who live within it? 
‘inf 1 am disturbed immensely, because I have watched the American 


. Ul 
ver: 
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Windowglass Co. move down from the largest single plant in th} yy 
United States to an idle warehousing Belgium-made glass, want 

Dr. Scumipr. There are two things to be said that are not in con} gljlin 
flict with what you are saying but to be weighed in. The structuregf jam 
our foreign trade has always changed from decade to decade. If yo} Py 
look at our imports and our exports, say, in the 1890's, and compan} ys ov 
them with now, it is amazing the differences that have occurred, $f = yy 
you must always expect some change. I think it is always a littl that 
dangerous to pick out a particular product or a particular industry going 
and say that this is now going to suffer. We have to recognize tha it, we 
in a dynamic world, and a changing world, there are going tok} pr 


some hurts. There is going to be some damage. | and j 
I don’t like ever to depart from a principle and pick out specifi} yant 
"ases, us, ¥' 


Mr. Dent. That is just one, and I could go over the whole list. Bu} jy 
I just want to say one thing, that when it went on before it was a} cents 
evolution and a change because of the natural conditions, but whe} share 
you impose upon these other countries the impact of American finan} jpyere 
ces and American know-how and then open your markets up, wear} Py 
the only nation on the face of the earth, and I have made a study] from 
this and I defy anybody to contradict me, that imports products a] fe p 
a price or at a level lower than the production cost within the nation] Joo 
I don’t want to go into it with you, sir, but I know that coal in my are} aye a 

roduced for $4.25 a ton, recently had a $4.72 ton tariff put on it by} and < 
West Germany. Now, that is true in every instance, Cong 

Last year we went. over to Italy on a trip, and a lady had a tele} jppe}, 
vision to give to a friend over there. She wasn’t allowed to give itt] go 
her, and she had to bring it back to the United States. I thi 

Now, reciprocity and helping people is one thing, but I think that} how , 
when you come in here and say that our wage level and increased cos empl 
of production have gone up higher than it has in foreign countri¢] we e, 
and in a competitive world, there is only one solution to that, am] gp» 
that would be to reduce our standards. It is not an argument tos] by m 
in here that we cannot put a minimum wage level in the United State} poth 
because foreign competition makes it impossible. We are our oW] the s 
foreign competition. We are buying at retail and selling at wholesak| am a 
and we are going to go broke doing it. natio 

Dr. Scumipr. I don’t quite agree with that. After all, the impor] to ra 
business is still a small sector. If you take out the things that W)| yy 
really cannot produce at all, or only at very high cost, like coffee, te} othe; 
and certain fruits like bananas, and, say, newsprint, you have covert] incon 


a pretty big sector of our imports. ao that | 
You are talking about $6 or $7 billion at most in our GNP ©} cents 
around $500 billion. That is up to now. who 


Furthermore, there is this to be said, Mr. Dent: It has been OW} beeay 
experience that as foreign nations grow up and _ industrialize, OW} pay t 
trade with them increases. So I think there is a little plus therel} Dr 
what you have said up to now, that you haven’t weighed in. I woul] yy 
guess if these backward countries do develop in the next 25 years, the} other 
will import more. But the structure of our exports will change, an’ Mr 
the structure or the product-mix of our exports and imports wi} Dr 
change. about 
in M 
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Mr. Dent. I did not mean to inject that in the picture, but I just 
wanted also to have you reflect a little upon the fact that we are 
selling production machinery and raw goods, and we are importing 
manufactured products. 

Dr. Scumipt. Of course, the British did the same thing in helping 
us out, to get on our feet 150 years ago. 

Mr. Denv. All I have to say, sir, is that the very people who did 
that now, we are helping them. I want somebody to tell me who is 
going to help us. We are a production nation, and if we don’t protect 
it, We are crazy. 

Dr. Scumipr. If you grant that we must have heavy foreign aid, 
and if you grant that we want to do all of the other things that we 
want to do, and if our exports will not equal the total claims against 
us, you have a deficit. How are you going to correct that deficit ¢ 

Mr. Dent. There is only one thing I can say: A man making 80 
cents an hour, or 90 cents an hour, or $1 an hour, he can’t meet his 
share of the cost of carrying that program, and so we will have to 
increase his minimum. 

Dr. Scumipr. I don’t agree with you. I heard this Congressman 
from Massachusetts yesterday, and I think it was Congressman Lane. 
He made the mistake that I think we all tend to make; we tend to 
look at one side of it. He looked on wages only as income. But they 
are also costs. After all, we don’t consume money, we consume goods 
and services. So in a general sense, a theoretical sense, the pay that a 
Congressman gets or the pay I get or that a worker gets, in dollars, is 
irrelevant. It is what that dollar will buy that is the important thing. 

So whether you want to raise the minimum or keep it where it is, 
I think is really not a fundamental issue. A fundamental issue is 
how can we keep this economy healthy, growing, and operating at full 
employment. Then we will have a flood of goods and services, which 
we exchange one against the other. 

So I don’t think we ought to be misled by a mere nomenclature, or 
by mere dollars. For that reason we always must look at wages as 
both income on the one hand, and the higher they are the better from 
the standpoint of income; but they are also costs on the other side. I 
am a little surprised to hear you say that you can’t weigh this inter- 
national balance situation in when you are deliberating on whether 
to raise or not to raise the minimum wage. I think you have to. 

Mr. Dent. I don’t think personally you can divorce one from the 
other, in my humble opinion, sir. As you said, one is cost, and one is 
Income. But as we increase taxes locally, and statewide and federally, 
that bite on the tax dollar comes just as heavily from the fellow at 80 
cents an hour, to carry on these exploitations, as it does the man 
who makes $22,000 or $30,000 a year. In fact, it is heavier on him, 
because when his necessities are taken out, he has not even enough to 
pay the taxes. 

Dr, Scumipr. Well, I think no one likes low incomes. 

Mr. Roosrvetr. We could go for quite a while, but I think we have 
other witnesses to consider. 

Mr. Dent. I am a businessman, too. 

Dr. Scumipr. It is a legitimate point. You heard the discussion 
about Campbell soup, and I think that you brought it up yesterday, 
in Mexico. It is another case where our firms are moving abroad. — 

55097—60—pt. 324 
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Mr. Denr. You are not going in to help underdeveloped countries, 
it is going in because they can produce cheaper and sell under the 
same trade name, and that is the main motive behind the foreign in. 
vestment, instead of the high-sounding phrases that we hear. 

Dr. Scumipr. I think that is a good motive. I think it is alwa 
the duty of the businessman to minimize his costs. It is the way he 
really serves the consumer under competition. Ultimately, the con. 
sumer gets the benefit of competition. 

Incidentally, in this connection I think it is worth noting that Sena. 
tor Keating has introduced a bill in the Senate which would give the 
President additional authority to block imports by tariff or quotas or 
whatever, simply because Congress has fixed a minimum wage. 

Now, this is what we call the web of controlism, the web of economic 
intervention, 

Mr. Dent. I introduced that same bill, and it is not from the motive 
that you are talking about. 

Dr. Scumipr. He said this publicly, that the reason he did it is be 
cause Congress has intervened in the minimum wage fixing and now 
Congress has a moral duty to protect us against this foreign produe- 
tion. I can give you the citation if you like, although I don’t happa 
to have it with me this morning. 

To go on, as the chairman of the subcommittee has suggested, I want 
to discuss just very briefly the unemployment problem. 

Obviously Congress can pass a law fixing any minimum wage it 
wants to, but Congress cannot legislate any offsetting increase in pro- 
ductivity. Senator Douglas, who used to be an economist and in fact 
quite a noted one, wrote a book some years ago, called “Controlling 
Depressions,” in which he said— 
if wages are pushed up above marginal productivity of the worker, there is: 
tendency for the employed workers to be laid off at approximately three time 
the rate at which the wages are increased. 

Many workers who qualify for employment at a free market wage 
rate may not qualify at a higher statutory minimum. Just as employ- 
ment diminishes when wages are raised above marginal productivity, 
conversely, a reduction in the wage rate when it is above margini 
productivity raises employment and increases the total amount paidi 
wages. It is worth while to note that Senator Douglas reached the 
conclusion that for every 1 percent wage increase above mar, 
productivity, the unemployment effect is three times as great. 

If the minimum wage is raised now to $1.25, it will amount to a 667- 
percent increase in the short time of 4 years, as noted above. National 

roductivity, according to some advocates of a higher minimum, ha 
increased very little. Labor productivity has risen only a small frae- 
tion of 66.7 percent, and productivity of workers directly affected by 
the higher minimum has almost certainly risen less than the averagt 
for all workers. Unless we are prepared to accept a Marxist theory 
labor exploitation, claiming that most low-wage workers in 1955 and 
to date were, and are, grossly underpaid in terms of their marginal 
productivity, we must conclude that an additional increase in the mitt 
mum wage will set it above the marginal productivity of many work- 
ers, causing substantial unemployment among them. ; 

A higher minimum wage will cause several different kinds of wr 
employment. Senator Douglas, in the passage previously quoted, § 
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talking about the permanent unemployment of workers who do not 
qualify for the higher wage rates. A higher minimum raises the 
standards of employability, rendering some workers unemployable. 
The unemployment effects are concentrated around the minimum, al- 
though they can be found also at higher pay levels. As wage rates 
above the minimum are raised to restore wage di{icrentials, some 
upper-bracket workers become unemployable at the new higher wage 
scales. 

A higher minimum will also cause unemployment among workers 
of all skills and wage levels, if their employers are forced to curtail or 
discontinue operations due to higher labor costs. Most of this type of 
wmemployment is presumably temporary, although in regions where 
low-wage industries are concentrated the impact may be so large that 
employment opportunities are seriously reduced and unemployment 
becomes prolonged. This is particularly true for secondary family 
workers, who are unable to move to other areas in search of em- 
ployment. 

The third type of unemployment results from the employers’ reac- 
tion to higher wage costs. He may raise productivity and cut costs by 
improving methods or investing in labor-saving equipment which may 
not have paid before the minimum was raised, or he may reduce em- 
ployment needs by raising work pace and dismissing less efficient 
workers. 

Many displaced workers would retire from the labor market and 
would not be listed as unemployed. Nevertheless they should be 
counted among the casualties of proposed legislation. 

How much unemployment would the proposed bill cause? We are 
frank to state that we do not know, although we believe that it would 
be a sizable proportion of workers directly affected by the higher 
mininum. We are positive that no one really knowns, This is a 
lamentable situation, more than two decades after enactment of the 
Fair Labor Standards Act. 

In this connection, and I don’t believe, Mr. Chairman, this point 
has been brought to your attention, at least not in any of the hearings 
that I have looked at, this proposal that you have made, would be par- 
ticularly hard on nonwhites and on common laborers, Our unemploy- 
ment rate for the economy as a whole is about 5.1 or 5.2 percent, but 
the nonwhites have an unemployment rate of 10.7 percent. Common 
labor, exclusive of agriculture and mining, has an unemployment rate 
of 11.4 percent in April of this year. 

Now these will be the very people that this bill would affect directly. 
They are already apparently in trouble finding jobs at the minimum of 
$1, and if you raise it to $1.05 or $1.10 or $1.25, I don’t see how you can 
avoid making it tougher for these people to get jobs. I know that is 
hot what you want to do, 

The last time that the law was changed the Secretary of Labor, was 
asked to make a study of its economic impact. After all, this law has 
been on the books now for over 20 years, and we still have an enormous 
amount of confusion and devisive opinions as to the impact. 

We are cognizant of the massive and expensive Department of 
Labor studies on the economic effects of the minimum wage. We real- 
ize that one of these surveys on the effects of the $1 minimum, was 
quoted to opposite purpose by Secretary Mitchell and Senator Ken- 
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nedy as evidence for their contrary view on S. 1046, a bill identica) 
with H.R. 4488. Since those who blithely dismiss fears of unemploy. 


carefully. Whatever these surveys may be trying to measure, on 
thing is certain: they are admirably designed not to measure unem- 
ployment effects. Since these are serious charges to make, we propos 
to be specific. ‘ 

The Department of Labor’s “Studies on the Economic Effects of 
the $1 Minimum Wage” consisted basically of three surveys of a num 
ber of low-wage industries. The first survey was made shortly befor 
the $1 minimum went into effect ; the second, in April 1956, just afte 
the new minimum became effective; and the third, in April 199%. 
Partial surveys have been made since. These surveys contain mud 
useful and, we believe, reliable data within the limits of the sample 
Our criticism is directed at their employment data, on the following 
grounds: 

(1) Firms going out of business between survey periods wer 
thrown out of the survey sample; yet, they represented a major shar 
of the unemployment effects of the higher minimum. In fact, sur 
viving firms might be expected to benefit, in sales and employment, 
from the transfer of demand from the firms going out of busines 
On these grounds alone, the employment data of the surveys become 
meaningless as a measure of the impact of the $1 minimum. 

In fact, I have here, if you think it worthwhile, Mr. Chairman, 
study of the methodology employed by the Department of Labor, If 
you really are serious about wanting to know what the impact of 
minimum wage fixing is on inflation and unemployment and bus: 
nesses terminations, and the check on new businesses, I think it might 
be worth while to include this in the printed record. It is called “Re 
cent Department of Labor Studies of Minimum Wage Effects,” by 
Dr. George Macesich, and Dr. Charles T. Stewart, and it is a reprint 
from the Southern Economic Journal of April 1960, and in fact I be 
lieve Congressman Curtis referred to this quite favorably yesterday. 

If you think it worthwhile, it is very short, a few pages, and I think 
that it might be well to include it in the record in dealing with the 
problem of how to study the impact of these laws. If this issue comes 
up a year later maybe we will have a little better insight. 

Mr. Roosrvett. Without objection, if you care to submit it as @ 
appendix to your statement, it will be included. 

Dr. Scumipr. We will call it appendix D. I have enough copié 
for each of the committee members if you would like to glance through 
it. 

Now I want to make one additional point. You heard some it 
teresting testimony by the canners yesterday, and I wonder if you 
ought not to take a look at section 7(b)2 of the Fair Labor Standaré 
Act which provides for the exemption of certain types of operation 
if the employer has a bona fide labor union contract and makes certail 
guarantees as to the number of hours worked in a half-year perio 
and in a full-year period : 

This section 7(b)2 has always fascinated me, and it has a very il- 
teresting history, that particularly the chairman of this subcommit 
tee will be interested in, and I suspect he does not know this. 
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It grew out of the experience of Mr. Jay C. Hormel, President of 
the George A. Hormel Co., Austin, Minn. When this bill was under 
discussion in the committees of Congress, Mr. Hormel tried to get 
certain variations so he wouldn’t have to abolish his guaranteed annual 

wage plan. He got nowhere, he told me personally since I worked for 
him 3 years on guaranteed wage plans and employment stabilization 
programs. He ‘got nowhere with what he called the bureaucrats in 
the various congressional committees and the Department of Labor, 
3 he called up President Roosevelt and of course he had known him, 
and he said, “Well, Mr. President, I understand you want me to abolish 
my guar inteed annual w age plan.” 

F.D.R. said, “Why, I certainly do not,” and Mr. Hormel said, “Well, 
you do, you are promoting a bill which would make my plan illegal, 
and I couldn’t continue it.” 

So he explained it a little further, and President Roosevelt, said to 
him, “You write the language and I will see to it that it gets into this 
act.’ 

That is the history of section 7(b)2. It provides that under those 
conditions the workers can work up to 12 hours a day without over- 
time and up to 56 hours a week without overtime, prov iding they come 
wider a union contract with a certain annual guarantee. 

Now we have had in our policy book for many years a statement 
inwhich we urged that you extend this privilege to nonunion workers. 
I don’t see w hy this should be limited to unionized workers, and we 
have had on page 106 of our 1959 policy declaration the same language 
for many years, on steady year round employment, which is designed 
to encourage employers to work out programs whereby they would 
make minimum guarantees of so many weeks of work or so many 
hours in a half-year or a year, and then they would be exempt from 
this straitjacket of overtime after 8 hours under Walsh-Healey or 
overtime after 40 hours a week. Nature simply does not work this 
way. Flexibility in industry is needed. 

As you heard yesterday from the various canners, that is so. There 
are times when you have to work overtime. This makes very costly 
operations, and it does not come out of the employer, it comes out of 
the consumer. So I would suggest before you go much further, you 
ask your staff to look at section 7(b)1 and 2, and incidentally IT ‘defy 
almost, any member of this committee to understand section 7(b)2. 
Itisso snarled up. It was much simpler in the original law, and it 
isreally un- understandable and it ought to be clar ified. There aren’t 
hany companies working under it. Others would, Iam sure, if it were 
simpler to operate under. I don’t see why it should be kept confined 
tounionized shops. The U.S. Government ought to be neutral in this 
hatter, in terms of steady year employment, and all workers ought to 
have steady year jobs. 

Mr. Roosrverr. I have already begun a study, and indeed T did 
know that story because I happen to have made the appointment for 
Mr. Hormel myself. 

Dr. Scumipr. That is interesting. 

Mr. Roosrvenr. The section you refer to of course also is com- 
Dlemented by section 7(e), and section 7(f), where the employer shall 

deemed not to have violated subsection (a) by employing any 
¢mployee for a workweek, and so on. It refers to an individual con- 
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tract, pursuant to an agreement made as a result of collective bar. 
gaining. 

Now the Department has a view on that which I am going to asi 
the committee and the staff to study, because they feel that dog 
exactly what you have asked for. 

Dr. Scumipr. Why don’t more employers take advantage of this! 
It seems to me it is such a sensible type of an approach. 

Mr. Roosevett. Why they do not tm so is something that I am no 
able to answer. 

Mr. Dent. Does not the language strike you as being available for 
use ¢ 

Dr. Scumipr. I am not sure whether it is or not. It is so compli. 
cated that I can’t tell. 

Mr. Roosevetr. I think we can probably put into the report lan- 
guage which will point this out as being available, and perhaps mor 
use will be made of it, and particularly it is part of the answer to th 
bus companies who have come in and have said that we might k 
destroying their arrangements on which they pay by the mile or they 
pay by the route. This would upset it. The Department specifically 
points to the section as a section which would enable them not tok 
in that position, if they want to make use of it. 

So I just bring it to your attention, because I think it does compl 
ment what you brought to our attention. 

Dr. Scumipr. I will terminate on that point. 

Mr. Roosevett. We appreciate very much your excellent statement 
and we will study it, of course, in full. 

Senator Sydnor, will you go ahead and we will now hear from you. 
I believe you picked up a little further along. 

(Data submitted by Dr. Schmidt follows :) 


[Reprinted from the Southern Economic Journal, April 1960] 
RECENT DEPARTMENT OF LABor Stuprrs OF MINIMUM Wace Errects’ 


George Macesich, Florida State University, and Charles T. Stewart, Jr, 
Chamber of Commerce of the United States of America 


I. INTRODUCTION 





Public policy decisions pertaining to the Fair Labor Standards Acts (FLSA) 
are influenced by the U.S. Department of Labor cross-section studies on economi 
effects of increasing the Federal minimum wage. In congressional testimony @ 
raising the current Federal minimum wage from $1 to $1.25, the Department! 
studies are cited as evidence that employment increased or decreased ofl 
slightly as a result of past increases in the minimum wage. 


1We are indebted for useful comments and suggestions to Y. Attiyeh, W. D. Fackle 
E. H. Johnson, and E. P. Schmidt. 

2See, for example, statements of George Meany, president, AFL-CIO; Stanley Rutte 
berg, director of research, AFL-CIO; Eugene B. Sydnor, Sr., and H. B. DeVinny 


Chamber of Commerce of the United States before the Subcommittee on Labor of 
Senate Committee on Labor and Public Welfare on S. 1046 for extension of coverage 
increase in the minimum wage of the Fair Labor Standards Act, May 1959. 
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The influence of the studies has not been limited to matters of public policy. 
Indeed, some economists have stated that evidence presented in the past cross- 
section studies demonstrates the futility of marginal analysis and calls for new 
approaches to the theory of the firm.’ 

The purpose of this paper is to examine the consistency between the BLS data 
on Minimum wage effects and economic theory. We do not propose to reexamine 
in detail the Department’s past cross-section studies. This has been done else- 
where by Peterson.* The discussion is limited to an examination of the useful- 
ness of the 1955-57 studies in gaging employment effects of the $1 minimum 
wage.” Section II summarizes the findings of the BLS studies. Section III 
examines a number of limitations of the BLS studies. Section IV discusses the 
implications of these studies for economic theory. Section V presents the 
conclusions. 

II. SUMMARY OF 1955-57 BLS STUDIES 


After the Fair Labor Standards Act was amended in August 1955 to provide 
a$l minimum wage effective March 1, 1956, the Department of Labor’s Bureau 
of Labor Statistics and Wage and Hour Division engaged in several studies to 
evaluate the wage and related economic effects to the higher minimum. 

The full detail of the BLS studies cannot be reproduced here; a brief sum- 
mary of the purpose and findings of the main reports may indicate the general 
pattern. 

Included in the studies were wage surveys in selected low-wage industries and 
in low-wage geographic areas. Field representatives of the BLS examined pay- 
roll and personnel records for periods before, immediately after, and about a year 
after the effective date of the minimum wage. The purpose was to ascertain the 
short-run and the longer term effects of the new minimum on average hourly 
earnings, wage structures, employment and work schedules. 

The findings were that immediately following the introduction of the higher 
ninimum, average hourly earnings rose, geographic and occupational wage dif- 
ferentials were narrowed. An increased proportion of workers was concentrated 
near the minimum wage, and relatively minor increases were found in the pro- 
portion of workers in the higher earning levels. In the longer term, wage rate 
adjustments tended to reverse some of the early effects, but in most instances 
the restoration of prior differentials fell far short in both absolute and relative 
terns. 

In a majority of instances, the $1 minimum wage appeared to have little sig- 
nificant influence on unemployment, either in the short run or in the longer run. 
A small number of employers attributed a few of their discharges at the time 
of, and subsequent to the effective date of the new minimum, to the rate itself. 
In this connection, those discharged usually were adjudged to be either in- 
competent or unable to meet new production standards. This was true par- 
timlarly with regard to piece rate workers. 

A majority of plant and office workers in industries surveyed were on a 40- 
hour workweek schedule. Where employees were on a longer workweek, how- 





*Richard A. Lester, “Shortcomings of Marginal Analysis for Wage-Employment Prob- 
lems,” American Economic Review, March 1946, p. 76. For this and other citations see 
John M. Peterson, “Employment Effects of Minimum Wages, 1938-50,” Journal of Political 
Economy, October 1957, p. 412 ff. 

‘John M. Peterson, op. cit., p. 415 ff. 

5U.S. Department of Labor, Wage and Hour and Public Contracts Division, “Studies of 
the Economic Effects of the $1 Minimum Wage—Effects in Select Low Wage Industries 
and Localities” (Washington : Government Printing Office, January 1959). For purposes 
of brevity these studies hereafter will be referred to as the BLS Studies. 

®Ibid., and U.S. Department of Labor, Bureau of Labor Statistics, “Studies of the Effects 
of the $1 Minimum Wage,” BLS reports Nos. 111, 112, 113, 114-3, 114-4, 114—5, 114-6, 
114-7, 114-9, 115, 116, Monthly Labor Review, May 1958, vol. 81, No, 5, pp, 492-501 
(“Effects of the $1 Minimum Wage in Five Industries”) July 1958, vol. 81, No. 7, pp. 
137-743 (“Effects of the $1 Minimum Wage in Seven Areas’’), October 1958, vol. 81, 
No. 10, p. 1137 (“Plant Adjustments to the $1 Minimum Wage”). 
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ever, employers indicated that more attention was being given to work flow to 
minimize overtime premium pay. 

An integral part of the survey plan was an attempt by BLS to determine what 
nonwage actions were made or planned by employers in a number of low-wage 
industries to adjust to the higher wage costs. Management representatives in 
terviewed in the majority of all plants, as well as in the majority of plants 
in each industry, reported some action taken in one or more of the selected areas 
of adjustments: they increased expenditures for machinery and equipment; 
changed plant layout or work procedures : discharged some employees ; increased 
production standards; raised prices; or changed product lines. 


Ill. LIMITATIONS OF THE DEPARTMENT OF LABOR CROSS-SECTION STUDIES OF SELECTED 
LOW-WAGE INDUSTRIES 


It is fitting and proper that the Department of Labor should attempt to assess 
the impact of the Federal minimum wage. The BLS studies constitute a move 
in the right direction. They obviously represent a considerable expenditure of 
time and effort. They provide some data which help to identify the areas of 
impact and permit a few guarded statements about the direction of resulting 
changes. 

Unfortunately, most of the limitations of earlier studies on the effects of 
previous wage minimums apply to the 1955-57 studies. While some improve 
ments in presentation have been made, the same errors in conception and method 
have been repeated. As a result, the data are not as useful as they should be; 
and it is impossible to use them to gage the net unemployment effects of raising 
the legal wage minimum. The data are better than no data at all, but not much 


A. Minimum wage and other influences on employment 


The studies do not give adequate attention to isolating the minimum wage 
effects from other important influences. Nor do they attempt to measure all 
the influences of the minimum on employment.’ No serious attempt is made to 
separate the effects of the minimum wage from influences of trend or of ex 
ogenous changes in the industry. We are told, for example, that between 1956 
and 1957 employment in southern sawmills with eight or more employees de 
clined. But we are also told that “the extent to which the employment decline 
was due to the impact of $1 minimum or to the long-run economic factors oper- 
ating within the industry, or an interaction between the two is not known.”' 
How then is the reader to judge the effects of the $1 minimum? One usefdl 
piece of information is the trend toward and employment in plants not covered 
by the FLSA. Unfortunately. the studies have nothing directly to say on either 
the trend toward uncovered plants or employment in these plants. 

The choice of the initial survey periods does not allow complete segregation of 
employment due to the new minimum. The BLS studies obtained data for the 
first pay period after the $1 minimum wage became effective and again a yeat 
later. These two dates, April 1956 and April 1957, are unobjectionable. It 
fluences other than the new minimum affected the data to be sure, but such 
complications are unavoidable in comparisons over time. The base period, whid 
served as a necessary frame of reference for measuring subsequent changé 
whether or not attributable to the new minimum, is more debatable. It was not 
the same period for all industries surveyed ; for some it was February 1956; for 
others, April 1955, August 1955, and the last quarter of 1955. All of these base 
period dates except April 1955 introduce seasonal factors into the comparisons. 
In most cases, but not in all, the base period came after enactment of the new 
minimum in August 1955, and before the date at which it became effective: 
March 1956. 

It is possible that employment and other operational chaarcteristics of low 
wage firms and industries in the base period reflected anticipatory reactions t 
the new minimum. Indeed, the BLS study reports such a reaction in the woodel 
container industry. The long-term decline in employment in this industry was 





7Employment effects are defined here, and implicitly defined in the BLS studies, # 
direct effects of higher minima in low-wage industries. The indirect effects through pay 
roll changes, or changes in spending on nonlabor inputs, on employment elsewhere, af 
excluded from consideration. 

8 U.S. Department of Labor, “Studies of the Economic Effects of the $1 Minimum Wage- 
a hg a Low-Wage Industries and Localities,” op. cit., pp. 26—27. 
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interrupted between the date of enactment of the new minimum wage and 
February 1956. Employment rose 5 percent as mills produced for stocks in 
anticipation of the higher minimum. Employment then declined 3 percent be- 
tween February and April 1956, and another 8 percent by April 1957..° Such 
a reaction is not suggested for the sawmill industry, nor mentioned in any of 
the other industries surveyed except seamless hosiery. In many of them, how- 
ever, increased employment and output in the months between enactment and 
enforcement of the $1 minimum would have been equally reasonable. 

Just as the base period may reflect above-normal employment levels, it may 
also reflect above-normal working weeks and overtime hours. The decline in 
April 1956 and after in employment, in average working week, in amount of over- 
time, may all exaggerate the effects of the new minimum because they may be 
measured from a somewhat inflated base. Information on plant inventories of 
final product as well as on trends in employment and hours in 1955, before the 
new minimum was passed, and before its passage was a foreseen conclusion, 
might shed light on the existence and magnitude of anticipatory reactions. 


B. Limitations of classifications 


The 1955-57 study is a distinct improvement over previous studies in one 
respect: it breaks down plants in the low-wage industries surveyed into three 
groups of approximately equal number—high-, medium- and low-impact groups 
respectively. The criterion used is the percentage increase in wage costs 
required to conform to the new minimum. In the southern sawmill industry, 
for instance, the high-impact group would have to increase average hourly 
earnings 22 percent or more to comply with the minimum; the medium-impact 
group would have to increase average hourly earnings 13 to 22 percent; and 
the low-impact group would have to raise average hourly earnings less than 
13 percent to comply with the $1 minimum.” In some industries surveyed, the 
differences between impact groups are minor. The high-impact group in the 
cigar industry would have to raise wages 6 percent or more; the medium-impact 
group would have to raise wages 1 to 6 percent, whereas the low-impact group 
would have to raise wages less than 1 percent. 

In judging the employment effects of the new minimum, it would be helpful 
to have a similar impact classification for changes in total man-hours, and for 
firms leaving, or newly entering, the industry during the survey period. It 
certainly seems plausible that the minimum wage would have a differential 
effect by impact group on total man-hours and exit and entry rates, as well 
as on the number of employees in firms operating in all three survey periods. 
We have no basis for judging this point, since neither the classification nor the 
relevant data are available in the study. 

Another classification of relevance to the employment effects of the minimum 
wage is the size of plant as measured by number of employees.” The BLS 
studies do give such a breakdown for plants with eight or more employees. 
They fail to indicate, however, the number of plants with less than eight, the 
trend in the number of such plants, and in their employment. One method of 
adjustment to the minimum wage is avoidance, by reducing employment to less 
than eight, the minimum covered by the Fair Labor Standards Act. The very 
small size of most plants in several low wage industries indicates the feasibility 
of avoidance by reducing the number of employees or by splitups. The avail- 
able data will not permit us to judge the importance of this or other forms of 
avoidance as a method of adjustment. 


C. Method of survey 


To observe the direct effects of the $1 minimum wage, wages and related data 
were obtained by BLS surveys of selected low-wage industries. As noted else- 
where, two surveys were made. The first covered payroll periods just before 
and just after the $1 minimum went into effect (generally, February and 
April 1956). Most of the plants were resurveyed a year later, in April 1957, 
in order to observe longer term effects of the minimum wage. The statistical 





” Tbid., p. 46. 

“ Tbid., pp. 8, 9. 

2%It would be desirable to classify plants with similar products and markets. It would 
also be desirable to subclassify the published data on wage and employment changes by 
Product and market. Employment effects of the minimum wage are not isolated by a 
comparison of plants with dissimilar products and markets. These two limitations, as 
noted by Peterson, restricted the usefulness of past studies. They restrict the usefulness 
of the currrent study as well. 
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procedure used was a “matched sample” of plants that remained in operation 
in all three periods—although we are not told how successfully the “matches” 
were made. 

Since the estimates of employment changes and related data are based on 4 
sample, they are subject to sampling variability. But the standard error, 
which is a measure of sampling variability, is not mentioned in the BLS study, 
Thus we cannot judge the significance of the results. In addition to sampling 
variability, the data are subject to errors of response. A discussion of this 
point is not contained in the study. 

In discussing the effects of the minimum wage on employment, it is important 
to distinguish between changes in the level of employment and changes in the 
composition of employment. Thus, owing to the minimum wage, we may find a 
decrease in the level of employment or a decrease in employment in the covered 
plants but a compensatory increase in employment in the uncovered plants so 
that the level of employment is not affected. The minimum wage has an ef. 
fect but not of attaining its purpose of raising wages without affecting employ- 
ment. Since the surveys include neither plants that began or discontinued op- 
erations during the periods surveyed nor uncovered plants, the data on em. 
ployment changes in the studies contain a bias in an unknown direction. 

On the one hand, the studies may overestimate the net effects on the level 
of employment, since they do not inelude plants that began operations nor plants 
not covered by FLSA. Take the case of the southern sawmills as an example 
of a change in composition of employment. If the effect of the $1 minimum 
wage is to increase the number of sawmills employing fewer than eight peo- 
ple, either by the splitting of sawmills of formerly more than eight, or by the 
entrance of new sawmills with less than eight, and thus not covered by the mini- 
mum wage, the net unemployment effects may be overestimated. 

On the other hand, the studies may underestimate the net effects on the level of 
employment since they do not include plants going out of business. The South- 
ern Pine Industry Committee, for example, has attempted to document the num- 
her of sawmills that discontinued operations following the $1 minimum wage.” 
The procedure involved in developing this information consisted of a letter 
directed to companies which were reported to be going out of business, or had 
shut down. A questionnaire was forwarded to them with the request that they 
furnish information such as name of operation; address; annual production; 
number of employees; weekly payroll, and the amount of investment dollar- 
wise. The question was also asked regarding the reason for shutdown.* 

The committee reports that although most of the letters mailed were returned 
with notation they “had moved—left no address,” unable returns were received 
from 52 companies located in 11 of the 12 producing States that they “closed 
down.” Employment at these 52 companies numbered 2,752. Thirty-five com- 
panies reported the increase in the minimum wage from 75 cents to $1 as the 
major factor in their decision to liquidate ; the remaining 17 companies referred 
to the increase in the statutory minimum as a contributing factor toward their 
decision to liquidate. 

Granting the obvious limitation of asking people why they did what they 
did, when they did, the results of the committee’s questionnaire, while far from 
reliable, still indicute a serious gap in BLS surveys. 


D. Employment estimates 

As in previous studies, the data for the 1955-57 studies are based on wage 
structure surveys, which measure employment of labor only in number of 
workers, rather than in total man-hours. They do not, therefore, necessarily 
provide reliable employment estimates. 


143 Statement submitted by Southern Pine Industry Committee to the Senate Committee 
aie and Public Welfare, May 1959. 
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In addition to the above limitations, the BLS studies, moreover, give several 
different estimates of the unemployment effects of the $1 minimum wage which 
rely on different approaches. One estimate is the changes in employment in the 
“matched sample’ of covered plants in the industry in all three survey periods. 
In the sample of southern sawmills, for instance, an overall employment decline 
of 8 percent is presented for the period October-December 1955—April 1957.* 

A second estimate of employment effects of the $1 minimum is given for a 
sample of southern sawmills in separate BLS study which reports a 15 percent 
decline in sawmill employment between the last quarter of 1955 and April 
1957." This decline includes the effects of sawmill attrition in this period, 
whereas the 8 percent decline reported above does not. (Of the sawmills in 
operation in the fall of 1955, 4 percent were no longer in operation in April 1956; 
19 percent of those operating in April 1956 were not operating a year later.) 
Neither the 8 percent nor the 15 percent figure includes employment in plants 
not in operation in one of the earlier survey periods but operating in a later 

riod. 

a unemployment estimate is based not on a sample but on investigation 
of plants reported adversely affected by the $1 minimum.” Since these plants 
are not broken down by industry, the results cannot be made comparable with 
the above figures for the sawmill industry. 

In fact, the observed changes in employment are the result of many factors, 
only one of which is the $1 minimum. Some changes in employment, partly 
attributable to the new minimum (i.e., employment in uncovered firms and in 
firms starting operation during the survey period) have escaped observation. 
As a result of these deficiencies in the BLS data, quantification of employment 
effects of the $1 minimum wage is simply not possible. 


IV. THE 1955-57 CROSS-SECTION STUDIES AND ECONOMIC THEORY 


In spite of the limitation of the 1955-57 studies, they provide data breakdowns 
by region, various plant characteristics, and low-, medium-, and high-impact 
wage groups that permit some cautious cross-section comparison. This section 
will consider, first, to what extent these data are consistent with an inverse re- 
lation between changes in the minimum wage and changes in employment in 
the low-wage industries studied.“ Second, this section will consider to what 
extent the results of these studies are consistent with the substitution implica- 
tions of a competitive model. Third, we shall consider in this section another 
form of adjustment to the minimum wage—namely, evasion. Owing to the limi- 
tations of available data, no claim is made of a rigorous test of the above two 
implications of the cross-section competitive model. The most that can be done 
. to gage roughly the consistency of these two implications with that of avail- 
able data. 





%U.S. Department of Labor, “Studies of the Economie Effects of the $1 Minimum 
Wage—Effects in Selected Low Wage Industries and Localities,” op. cit., p. 27. 

#U.S. Department of Labor, Bureau of Labor Statistics, “Studies of the Effects of the 
$1 Minimum Wage—Wage Structure: Southern Sawmills, April 1957” (BLS Rept. No. 
130, March 1958), p. 11. 

"U.S. Department of Labor, “Studies of the Economic Effects of the $1 Minimum 
Wage,” interim report (Washington : Government Printing Office, March 1957), p. 6. 

*%The relation is an implication of the cross-section competitive model contained in 
Peterson's paper and discussed by him. We are thus provided an opportunity to check 
the consisteney of the relation in the period 1955-57. 
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TABLE I.—Employment changes 1955-57 * 


{Summary sample plants in selected low-wage industries] 
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1 In most cases data are given only for 1 pair of dates; where more than 1 pair is available, the dates ug 
are the latest before the $1 minimum went into effect, and the earliest after it went into effect. The survy 
dates above are as follows: Sawmills, October-December 1955 and April 1956; wooden containers, process was not 
waste, men’s and children’s seamless hosiery, cigar industry, February 1956 and April 1956; fertilizers, Apr, 
1955 and April 1956; footwear and workshirts, August 1955 and April 1956; tobacco stemming and red 
the peak employment periods of 1956 and 1957. 

2 Impact refers to the percentage increase in wage costs required to comply with the $1 minimum. 
definition of high-, medium-, and low-impact groups is different for each industry, as follows: Sawmills2 
percent and over, 13-22 percent, and less than 13 percent; wooden containers, 25 percent and over, 1% 
percent and less than 13 percent; processed waste, 22 percent and over and less than 22 percent; fertilizn Mana; 
14 percent and over, 1-14 percent, and less than 1 percent; men’s seamless hosiery, 12 percent and over, i dustry r 
percent, and less than 6 percent; children’s seamless hosiery, 12 percent and over, 7-12 percent, and less tha 
7 percent; cigars, 6 percent and over, 1-6 percent, and less than | percent; footwear, 7 percent and.over, a 
less than 7 percent; workshirts, 17 percent and over, and less than 17 percent; tobacco stemming andr 
drying 26 percent and over, 17-26 percent, and less than 17 percent. 


Source: U.S. Department of Labor, Wage and Hour and Public Contracts Division, “‘Studies of th 
Economic Effects of the $1.00 Minimum Wage: ‘‘Effects in Selected Low Wage Industries and Localitie’ More th 
(Washington: Government Printing Office, January 1959.) 


A. Employment effects 


Given a source of initial variation in equilibrium wages among firms, @ 
implication of the cross-section competitive model is that ceteris paribus ther} ported | 
will be an inverse relation between wage increases imposed by a minimum abi} changes 
employment changes among firms making a similar product for the sam[sary ad 
market. Thus we should expect to find low-wage firms whose wages increa&{have be 
more to have smaller increases or larger decreases in employment than high} cases ( 
wage firms whose wages increase little or not at all. reducin: 

One way to test the above implications against readily available empiriel|ping or 
evidence is to subclassify plants according to the criterion of percentage increa®} Other 
in wage costs required to conform to the new minimum into high-, medium-, ®} ciency, 
low-impact groups. This is the approach used in the BLS studies. Tablel|more ¢ 
which summarizes the changes in employment between 1955 and 1957, shows, a#fother ¢ 
expected, considerable differentiation by impact groups. The employment 4|workers 
cline is greatest in the high-impact group, for 10 of the 11 industries, and leas }neering 
in the low-impact group, for 9 of the 11 industries. Changes in employment D}f these ¢ 
impact groups, of course, neither exclude influences on employment other thal }ming in 
the $1 minimum wage nor include all the employment effects of the $1 minimum} (3) ( 
Classification by impact groups, therefore, does not quantify employment effects §$1 mini 
It does, however, yield data that are consistent with the inverse relation betweel[standay 
wage changes and employment changes implied in the competitive model. Dloyees 
B. Substitution effects nok 

Another implication of the competitive model is that wage increases imposél try, I 
by a minimum provide incentives for factor substitution, other things remainim seamles 
the same. And the longer the period allowed, the more opportunity will ® ° 
provided for factor substitution to occur. The evidence presented in the BIS 
studies on changes in machinery. equipment, and methods following the $I 
minimum wage are consistent with the substitution implications of a compet 
tive model. 
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The BLS surveys in a number of comparatively low-wage industries showed 
that from 41 to 96 percent of the nonsupervisory workers in the industries 
armed less than $1 au hour prior to March 1, 1956." The expected magnitude 
of the increases in wages—confirmed by the survey—led to expectations of non- 
wage actions to adjust to the higher-wage costs. 

Consequently, BLS planned a survey of “Plant Adjustments to the $1 Minimum 
Wage” to determine what actions were taken to adjust to the new minimum 





Ww 


Y e. 

Redustrin covered were: fertilizers, footwear, men’s and boys’ shirts, processed 

vaste, Sawmills, seamless hosiery (men’s and children’s), wooden containers, 

and work shirts. Some 1,105 completed questionnaires were obtained by BLS 
iifield representatives. 

Before we turn to the findings of the survey, a brief summary of the limita- 
“ftions noted in the BLS studies is useful in juduging the value of the findings. 
ffirst, the results for each of the industries studied may not truly represent the 

fextent to which individual plant adjustments were made in those industries— 
fbecause the sample of establishments was that selected for the wage surveys, and 
not necessarily the best for the study of adjustments. Second, some difficulty 
obtains in securing precise data for some of the questions. Many such actions 
sumeg reflect simply the continuous performance of the managerial function, and it 
xceeifwas not possible to disentangle those actions resulting from decisions previously 
AME arrived at from those that were, at the least, quickened by the higher minimum. 
Not all of the actions taken can in any case be attributed to the new minimum. 
. TiThird, the areas of adjustment included in the survey do not exhaust the possi- 
ueapbilities of adjustment. 
ilienf Management representatives interviewed in the majority of plants in each in- 
er, él dustry reported some action taken in one or more of the following selected areas 
or, wg of Adjustment. 
andn# (1) Machinery and equipment.—The most widely used area of adjustment 
was increased expenditures for machinery and equipment. Nearly 45 percent 
ofthof the 1,105 plants reported expenditures exceeding those of the previous year. 
litis’} Nore than three-fifths of the seamless-hosiery mills reported increased expendi- 
tures, as did half or more of the southern sawmills and the wooden-container 
plants. At the lower end of the scale, only one-fourth of the footwear plants re- 
ported increases. 
8, af (2) Plant layout and work procedure.—About 20 percent of the plants re- 
there ported changes in plant layout or reorganization of work procedures. Some 
1 alifchanges in plant layout and reorganization of work procedures came as neces- 
Saltisary adjuncts to other types of action taken. New machinery and equipment 
rea®ihave been mentioned; adding or dropping products was also important in some 
high} cases (work shirt plants reported this factor more often than any other), and 
reducing or expanding the scope of operations also led to some changes (drop- 
irieil| ping or adding planing and logging operations in sawmills, for example). 
reat} Other plant layout changes were instituted directly to increase operating effi- 
n-, ®iciency, rather than as a result of other actions. In some cases, machines were 
ble 1} more conveniently placed for workers operating more than one machine; in 
8, ®Jother cases, the flow of work was improved by changing the position of the 
it deiworkers, A minority of the employers interviewed attributed these plant engi- 
leas Ineering changes directly to the $1 minimum wage. The types of action leading to 
nt b)} these changes, however, indicate the probability of significant influence stem- 
that | ming indirectly from the higher minimum. 
mum} (3) Quality of workers.—Most of the discharges directly attributed to the 
fects {$1 minimum wage apparently resulted from the inability to attain production 
weelistandards imposed after the higher minimum became effective; that is, em- 
Dloyees were required to produce more units per hour, and some could not do so. 
The proportion of plants studied in which production standards were raised 
nosed varied from 28 percent in the work shirt industry to none in the footwear indus- 
ining ty. Increased production standards were reported most frequently by the 
11 be *amless hosiery mills, with the processed-waste mills and the men’s and boys’ 
BLS thirt plants ranking second and third, respectively. 


e $1 
apeti- 





















*See footnotes 5 and 6. 
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Tasie II.—Minimum wage and overtime violation, fiscal years 1949-58 It is 
—_§ great 
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Source: U.S. Department of Labor, 46th Annual Report of the U.S. Department of Labor, fiscal yay rough 
1958; pp. 242, 243. & 
Wage and Hour and Public Contracts Divisions, 1955 Annual Report of the Wage and Hour and Pui undis 
Contracts Division, p. 71. estim: 
Wage and Hour and Public Contracts Divisions, 1956 Annual Report, p. 234. u 
Wage and Hour and Public Contracts Divisions, 1956 Annual Report, p. 207. CON er 
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A number of the employers reporting increased production standards emphe 
sized greater supervision. Some employers also indicated closer scrutiny of 
hires and raised hiring standards in an effort to insure that new employe 


would meet higher productivity standards. No information is provided oa 
possible effects of the $1 minimum on the rate of hiring. Seerns 
(4) Change in product line.—The final area of adjustment explored in the years 
studies—and the one least. used—was a change in product line. Only 7 perce availa 
of 1,105 establishments reported product changes; but 28 percent of the wor aited 
shirt plants, 17 percent of the footwear plants, 16 percent of the seamless hosie the fi 
mills, and 11 percent of the wooden container plants reported some prod dla 
changes. In the other four industries, the proportion of plants ranged én ev: 
2 to 6 percent. group: 
Establishments in all the industries surveyed generally concentrate their date és 
sources on the manufacture of a single product. Changes in the cost structur above 
may, however, provide incentive for employers to reexamine alternative uses¢ types 
these resources. ’ Dat: 
Time, of course, is required before the full impact of the substitution effecti South 
felt. As noted in section II, immediately following the introduction of thet South 
minimum occupational wage differentials were narrowed, and an increased p rises j 
portion of workers were concentrated about the minimum wage. Though jo-- 1 
the longer run wage rate adjustments tended to restore the differentials, in m mum : 
instances the restoration of prior differentials fell short in both absolute @ higher 
relative terms. This pattern suggests a relatively low elasticity of substitute undery 
in the short run. in the 
C. Minimum wage and enforcement per un 
Though not an implication of the cross-section competitive model per No suc 
evasion and avoidance are a form of adjustment to the minimum wage. ; The 
effect, an increase in the minimum wage is equivalent to a reduction in ti Vesti 
price of evasion and avoidance. The price of evasion and avoidance is the tions a 
of evasion and avoidance minus the benefits of evasion and avoidance. The beng Vesti 
fit has increased with the increase in minimum wage. And other things e industi 
one would expect evasion and avoidance of the minimum wage to increase. The pe 
Avoidance of the minimum may take any number of forms that permit fi higher 
to operate outside the coverage of the Fair Labor Standards Act. These latter | 
clude split-ups and firings to reduce the number of employees to less than eligi] ———— 
and restriction of business to intrastate sales, whether by reduction of mary We 
areas or by vertical split-ups separating intrastate from interstate functid 2 Thia 
Evasion of the minimum wage or failure to pay the minimum wage is conside % Hea 
a violation of Fair Labor Standards Act. In this section we shall restrict 4 Represe! 
selves to a discussion of evasion, on which some information is available, whe US, 
no data are available on avoidance. Contract 
As noted in the BLS studies, “One important aspect of the effects of an! v5 
crease in the minimum wage is not discussed in the report. This concerns 4 contrac 
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extent to which the statutory minimum wage is not paid by the employers. 
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It is apparent now that the extent of violation of the $1 minimum wage is 
greater than was the extent of violation of the $0.75 minimum.” * Minimum 
wage violations were found in 21 percent of investigations made for enforce- 
ment purposes between July and December 1956; in the corresponding period of 
1950, the percentage of violations was 18 percent. The amount of underpayment 
per establishment rose from $240 in 1950 to $504 in 1956; the amount per under- 
paid employee rose from $41 to $63." The trend in violations, shown in table 
II, reveals a marked increase in amount of underpayment immediately after 
new minima went into effect. 

Discovered underpayments of the minimum wage more than tripled between 
fiscal year 1956 and fiscal year 1957. The number of employees found to have 
received less than the minimum nearly tripled in the same period, rising from 
97,617 in fiscal 1956 to 77,468 in fiscal 1957. Allowing for the fact that a larger 
number of firms employing a larger number of covered workers were investigated 
in 1956 than in 1957, the percentage of employees receiving less than the mini- 
mum increased 93 percent and the amount of underpayment per employee 
roughly doubled. If for every discovered violation of the minimum, three went 
undiscovered (this being the ratio of discovered to undiscovered underpayment 
estimated by the Department of Labor for fiscal year 1958), then about 310,000 
covered employees were paid less than the minimum in fiscal year 1957. The 
magnitude of the violation problem is indicated by a Department of Labor esti- 
mate that about 2 million covered workers were receiving less than $1 in 1955 
at the time the new minimum was enacted. The Department estimated that 
total underpayments both discovered and undiscovered totaled $80 million.” 

The data breakdowns available in the annual reports of the Wages and Hours 
Division of the Department of Labor do not correspond to the industry break- 
downs used to study the effects of the $1 minimum. Data on violations for fiscal 
years 1955 and 1956 in the sawmill industry in the South, for instance, are 
available for “sawiilis, planing and plywood mills.” Of the plants investi- 
gated in fiscal year 1955, 18 percent were found violating the minimum wage: 
the figure for fiscal year 1956 was also 18 percent. (Comparable data are not 
given for fiscal 1957, which should include most of the impact of the $1 minimum 
on evasion rates.) A more significant comparison, however, would be by impact 
groups and for the months preceding and for the months following the effective 
date of $1 minimum. It should be noted, moreover, that the industry coverage 
above is considerably more extensive than southern sawmills, covering other 
types of mills and the entire country. 

Data on violations in all industries show that the rate is much higher in the 
South than in the rest of the country. This is what we would expect since the 
South is a comparatively low wage area, and thus affected by the minimum and 
rises in the minimum wage more than other areas of the country. In fiscal 
1955, 12 percent of all plants investigated were found in violation of the mini- 
num; but 22 percent of southern plants were guilty. The percentage was even 
higher for Puerto Rico and the Virgin Islands: 34 percent. The average amount 
wderpaid (both minimum and overtime payments) was $467 per violating firm 
in the South and $440 in the United States as a whole; amount of underpayment 
per underpaid employee was $64 in the South, $58 in the country as a whole.* 
No such regional breakdown is given by industry. 

The ratio of plants found violating the minimum wage to number of plants 
investigated cannot be generalized to industry as a whole. Some of the investiga- 
tions are based on complaints or other indications of probable violation; other 
investigations, although not based on evidence of violation, are concentrated in 
industries and areas where past experience indicates violations are common. 
The percentage of violations found in complaint investigations is considerably 
higher than the percentages in routine noncomplaint investigations. Even the 
latter percentage cannot be generalized to industry as a whole because of bias 





”U.S. Department of Labor, “Studies of the Economic Effects of the $1 Minimum 
Wage,” interim report, op. cit., p. 3. 

*Thid., loc. cit. 

“Hearings before the subcommittee of the Committee on Angvensiations. House of 
Representatives, 86th Cong., 1st sess., Department of Labor and Health, Education, and 

elfare appropriations for 1960, pp. 315, 319. 

*U.S. Department of Labor, 1955 Annual Report of the Wage and Hour and Public 
Contracts Divisions, pp. 68-71; U.S. Department of Labor; 1956 Annual Report of the 

age and Hour and Public Contracts Divisions, pp. 230, 234. 

*U.S. Department of Labor, 1955 Annual Report of the Wage and Hour and Public 
Contracts Divisions, op. cit., p. 5. 
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in selecting industries and areas where violation is prevalent. Only one of five prevent « 
investigations is based on a complaint. sople. 
The percentage of violations in noncomplaint investigations might be a reason. | Both 4 
able index of total violation in the sawmill industry in the South, and in other Broad mi 
low-wage industries mainly in the South. Selection of plants in the southern 
sawmill industry for investigation could approximate a random sample except 
that plants subject to complaint investigation are excluded. 
Violations of overtime pay provisions of the Wages and Hours Act have re. While 
ceived far less attention than they deserve on the basis of their prominence ig nd Dav. 
statistics on violations. The amount of underpayment discovered is more than F° bul 
twice the underpayment of the minimum wage. The number of firms found 5 billic 
violating overtime pay provisions is much larger. In fiscal year 1955, 19 percent #2 cont 
of plants investigated in the “sawmill, planing, and plywood mill” industry ls Was 
were found in violation of the minimum wage, but 48 percent were in violation P™lVe4- 
of overtime pay provisions. A higher minimum, by increasing the overtime dif- 
ferential, reduces the price of evasion and thus adds incentive to violate over. 
time pay legislation. 





Under 


Vv. CONCLUSION ninimun 





The BLS studies suffer from a number of limitations which reduce their useful xmilar 
ness in trying to gage the economic effects of the $1 minimum wage. The most which 
serious limitation is the failure to include in the samples plants which began or ontract. 
discontinued operations during the period studied and plants not covered by the Becaus 
Fair Labor Standards Act. As a result, the data cannot be used to qualify the n the 10« 
economic effects of increasing the minimum wage. It is impossible to establish nempese 
from the data even a rough order of magnitude of the relevant quantitative ride bas 
changes, such as net unemployment effects. At most, the data on employment gnored. 
and related variables are useful for indicating the direction of certain changes | “Te 

Insofar as the studies do indicate the qualitative direction of change, they are roposed 
consistent with the implications of a cross-section competitive model. The in f" ™°T 
verse relation between changes in the minimum wage and employment and the yetem 0 
substitution effects one would expect appear to be confirmed. When scattered weer 
information on evasions of the minimum wage is taken into account, the com- ompetit 
petitive model does appear to have predictive validity. Certainly, no one can ara 
seriously claim, on the basis of such studies, that the usefulness of marginal » coma 
analysis has been disproved. On the contrary, the inherent logic of economic F eat bu 
analysis stands up very well indeed. ence 

No claim, however, is made in this paper that the implications of competitive Walsh 
theory have been rigorously tested. The published data simply do not permit F’'" VW! 
rigorous tests to be applied. The data, as far as they go, are at least consistent P'™ It 
with what competitive theory would predict, though they do not exclude other Pleat 
models. 

In setting up future studies, it would be helpful for the Bureau of Labor Statis 
tics to adopt a sounder methodological approach at the outset, in order to insure] yaoye 
the procurement of all the relevant data. If the relevant data are made avail fing stanc 
able in usable form, independent researchers can then proceed to shake out theif protatioy 
implications. The Bureau would then be performing a really useful service. 
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THE OTHER MINIMUM WAGE LAWS: WALSH-HEALEY AND DaAvis-BAcon ACTS i 
At this juncture, it would seem most appropriate for Congress to consider avariab 


seriously the effect of the minimum wage laws of the Walsh-Healey and Davis 
Bacon Acts upon the country as a whole. It is anomalous for the U.S. Congress 
to hold hearings on the effect of an increase in minimum rate and expansion of 
coverage under the Fair Labor Standards Act alone when these other two laws 
are directly pertinent. (See appendix B.) 

The Walsh-Healey Act, passed in 1936 prior to the adoption of the Fair Labot 
Standards Act, authorizes the Secretary of Labor and not the U.S. Congress 
establish pay levels in line with minimum wages prevailing in an industry 0 
all Government supply contracts of more than $10,000. Its purpose was to ust 
the leverage of the Government’s purchasing power to raise labor’s standards 

The Davis-Bacon Act, passed in 1931, requires payment of prevailing local 
wages, as determined by the Secretary of Labor, on all Government constructio 
contracts of more than $2,000. Its purpose was to protect local wage rates and 
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event out-of-town contracts from bringing in cheap labor to underbid local 
oople. 

Both acts are depression-loan statutes passed when legal opinion was that 
rad minimum wage legislation was unconstitutional. 


five 


THE INFLATIONARY COST OF THESE TWO LAWS 


While economy is being urged in all quarters, these two laws, Walsh-Healey 

ta nd Davis-Bacon, are raising both wages and the cost of Government. This is 

oe ruly pulling at cross purposes. Government contracts totaling approximately 

ind 5 billion yearly are signed under the provisions of these acts. Businessmen 
nd contractors have advised the chamber that the Secretary of Labor frequently 

try pes wage rates higher than those actually prevailing in the industry or locality 
nvolved. As a result, pay levels are forced upward. 


HOW THE WALSH-HEALEY ACT AFFECTS BUSINESS 


Under the law the prevailing minimum wage is defined as “the prevailing 
ninimum wages for persons employed in similar work or in a particular or 
ful. imilar industries or groups of industries currently operating in the locality 
‘ost n which the materials * * * are to be manufactured or furnished under said 
ontract.”’ 
the Because the Secretary of Labor has interpreted the words “currently operating 
the in the locality” as referring only to “groups of industries,” there has been a rapid 
high prcTease in the determination of minimum wage rates on an industry or nation- 
ive de basis. Wage differentials resulting from geographical location have been 
ent gnored. . 
Moreover, increasingly in recent years the Secretary has tended to base the 


po roposed Walsh-Healey minimum on the wage rates that are being paid to half 
in. PP" more of the employees in half or more of the plants in the industry. This 


the ystem of wage determination gives undue weight to wages paid in large plants. 
red The small manufacturer, who often must rely on wage differentials to survive 
ompetition, is thus effectively frozen. out of Government business since con- 
formance to the higher Walsh-Healey minimum may make it impossible for him 
nal Po Compete in the open market. On the other hand, if he gives up his Govern- 
mie pleat business his volume may be so reduced that continuance of his business 
eomes virtually impossible. 

tive Walsh-Healey is an invitation to any Secretary of Labor desiring to curry 
favor with the unions to push wage rates upward in an entire industry at one 





mit f° ; ; sar" 

ent Pe. In effect, it renders meaningless any national minimum wage rate judged 
her fidequate by Congress under the Fair Labor Standards Act (FLSA). 

tis OTHER WAYS IN WHICH THE WALSH-HEALEY ACT AFFECTS BUSINESS 

er! Vague, statutory standards of the act have resulted in the use of widely vary- 
‘al Bng standards by successive Secretaries of Labor, and in increasingly broad inter- 















heir retations by the Secretary of his power’s under the act. 

From the beginning, Walsh-Healey and the Fair Labor Standards Act have 
in conflict. Although FLSA now sets a nationwide minimum wage of 
lan hour for all industry engaged in commerce, Walsh-Healey provides for a 
eermination of the “prevailing wage” in specific industries or group of indus- 
ties hy the Secretary of Labor. Since 1948 such determinations have almost 
nvariably been above the FLSA minimum. For example, the Secretary recently 
$1.68 as the minimum to be paid by the evaporated milk industry under 
alsh-Healey. (See appendix A.) 

The establishment of dual wage standards for industries contracting to supply 
he Federal Government has created widespread confusion. The Wage and 
four Division reports that the bulk of violations of the Walsh-Healey Act occur 
ironch ignorance or misunderstanding of the law. 

Child labor provisions also differ in the two acts: FLSA prohibits employment 
{persons under 16 years of age: Walsh-Healey prohibits employment of rales 
iInler 16, females under 18. 

The penalties under the two acts are different. Under FLSA, the Secretary 
fLabor may seek an injunction or bring action for damages against an alleged 
ilator. Under Walsh-Healey, in addition to these remedies, a violator may 
ave his contract cancelled, he may be compelled to pay another supplier for its 


55097—60—pt. 3 ——25 
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fulfillment, and he may be blacklisted for 3 years from receiving Governme; 
contracts. 


HOW THE WALSH-HEALEY ACT AFFECTS EVERY CITIZEN 


The Walsh-Healey Act has cost American taxpayers billions of dollars by 
creasing the cost of goods bought by the Federal Government. And Walsh-He; 
has cost American consumers billions of dollars in unnecessarily high prices thy 
result from artificially jacked-up wage rates. 

Every time an industry that supplies one or more of the countless consume 
items bought by the Federal Government is required by Walsh-Healey to raise j 
minimum wage on Government contracts, all wages in that industry are fore 
upward in turn—resulting in large cost increases. 

Thus, use of the Walsh-Healey Act to impose unwarranted wage standards, 
firms selling to the Federal Government has been a potent factor in the inf 
tionary process which has reduced purchasing power of the dollar to less thy 
50 cents in terms of prewar value. 


THE DAVIS-BACON ACT 


The Walsh-Healey Act enables the Secretary of Labor to set wages in mam 
facturing firms that sell goods to the Government; the Davis-Bacon Act enabla 
the Secretary of Labor to set wages for firms who are a party to a Governmei 
contract of over $2,000 for “construction, alteration, or repair, including paintin 
and decorating” of public works or public buildings. 

Under the Davis-Bacon law, employers working on these construction contrac 
are required to pay the “prevailing wage rate” to each classification of “laborer 
and mechanics” who work under the contract. 

In both the Walsh-Healey Act and the Davis-Bacon Act, the Secretary ¢ 
Labor is given tremendous power in determining the prevailing local rates. 


HOW THE LABOR DEPARTMENT RAISES WAGES BY USING THE DAVIS-BACON ACT 





In setting wage rates, the Labor Department often applies the union 
scale in the closest metropolitan area to the site of the work. 

In many cases these rates set by the Labor Department are higher than | 
wages. Local wage patterns are upset, making it possible for high cost wu 
construction crews to get the job. The net result of the application of the Davis 
Bacon law, therefore, is to put union wage rates into all Government constru 
tion contracts—even in rural areas where there are no unions. 

Because Government construction costs now run into billions of dollars: 
year, the impact of unrealistic wage rates is of concern to all citizens. 


ARGU MENT FOR SETTING HIGH KATES 


The Davis-Bacon Act contains the specific requirement that the wage rate 
Government construction contracts be the same as the rates prevailing “in th 
city, town, village, or other civil subdivision in which the work is performed.” 

Originally, Davis-Bacon was intended to prevent disruption of local wag 
practices by importation of low-priced labor. Now its use disrupts local wag 
practices by imposing higher wage rates than exist in the area. 

Flaunting of the law by setting rates that prevail in a nearby metropolita 
area rather than using local rates is justified by the “source of labor supply 
principle. It is argued that it is imperative that rates established by the unid 
in metropolitan areas be recognized to attract labor from metropolitan areas! 
work on the project. This argument, however, ignores the fact that the purpo® 
of the Davis-Bacon Act is only to establish minimum wages. It puts no restrit 
tions on the contractor’s authority to pay rates higher than the minimum ratt 
wherever it becomes necessary to do so to attract labor. 


TITE HASTINGS CASE 


A good illustration of the way in which the Davis-Bacon Act is used by Fed 
agencies to dictate local wage rates occurred in construction of the Hasti 
Nebr., airport. 
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The Labor Department granted bulldozer operators $2.80 an hour, while the 
prevailing Hastings’ rate was $1.75; metal-pipe layers were granted $2.30 an 
hour instead of the Hastings’ rate of $1.60. Only after a group of Nebraska con- 
tractors protested against this inflationary wage-fixing determination did the 
Labor Department reduce its determination to $1.75 for bulldozer operators and 
to $1.45 for metal-pipe layers. 

Errors such as this one at Hastings point up the need for repeal of the obso- 
lete Davis-Bacon Act, (For other case histories see App. C.) 


DAVIS-BACON ACT INCORPORATED IN OTHER LAWS 


The effects of the Davis-Bacon Act have been intensified by incorporating it 
in practically every new law that may involve Government construction. In 
1956, for example, the Davis-Bacon Act was incorporated in the Federal High- 
way Act. Recently, an official of a State chamber of commerce asked all State 
highway commissions whether the Labor Department’s fixing of minimum wage 
rates for workers on interstate highways has increased construction costs. He 
received replies from 40 States: 

“Officials of 7 States did not know whether application of the Davis-Bacon 
law had raised highway construction costs ; 

“Officials of 15 States said the law had little effect ; 

“Officials of 18 States reported that Davis-Bacon increased construction costs. 
They estimated the increased cost at from 3 to 25 percent.” 


INCONSISTENT 


Today, Davis-Bacon wage rates have risen to as high as $5 an hour, and there 
are a number of cases in which they have been set well in excess of $4. With 
Government construction contracts running into billions of dollars, the impact 
of Government control of wage rates on these contracts is of vital concern. 

It is clearly inconsistent to have Congress set a minimum wage rate in the 
Fair Labor Standards Act, and, at the same time, give an executive agency power 
to set minimum wage rates through the Walsh-Healey and Davis-Bacon Acts. 


CONCLUSION 


The national chamber urges that you not increase the minimum wage rate 
under the Federal wage and hour law. Further, before any action is taken by 
Congress, a thorough study should be made by this committee of the varying 
ninimum wage laws such as the Walsh-Healey and Davis-Bacon Act which are 
inconsistent and in conflict with the wage and hour law. The chamber supports 
an amendment to the Fair Labor Standards Act whereby the Walsh-Healey and 
Davis-Bacon Acts would apply only where the Fair Labor Standards Act does 
not apply. This jungle of varying laws establishing varying criteria in estab- 
lishing a minimum makes for confusion and injustice to the worker, the public 
and businessman and should be cleared up once and for all. 

Mr. Chairman, that concludes my portion of the testimony. Mr. Sydnor will 
continue at this point and deal with the proposed extension of coverage. 

Mr. Snypor. Members of the national chamber have expressed the 
belief that the Fair Labor Standards Act should be limited in cover- 
age to employees engaged in, or producing goods for, interstate com- 
merce. Also, it should specifically exempt those industries and 
trades—such as retail and service operations—which are essentially 
local in character, and any others to which the application of the law 
would be inequitable and unjust. 

On the basis of these principles, the chamber supports preservation 
of the exemptions now written into the law. 

Because the proposed extension of coverage under H.R. 4488 would 
have the greatest impact in the retail and service trades, I shall speak 
mainly about these exemptions. ‘However, much that I say will be 
ope also to other fields in which coverage would be broadened 
V this bill. 
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PROPOSED NEW COVERAGE WOULD APPLY FEDERAL CONTROLS TO LOC 
AND INTERSTATE BUSINESS, AND TO SMALL BUSINESS 


Preparatory to stating reasons for opposing extended coverage, jt 
is appropriate to analyze the scope of new coverage proposed by 
4488. 

Under the law now, basic coverage extends to employees engaged in, 
or producing goods for, interstate commerce. However, section 2(a) 
of H.R. 4488 introduces a new coverage concept aimed at employes 
in industries “engaged in activities affecting commerce.” In the Vil 
this phrase is defined as including “any activity in commerce, neces 
sary to commerce, or competing with any activity in commerce.” 

This new coverage would give the Federal Government drastically 
broad authority over local and intrastate businesses. 

Such a definition is seemingly broad enough to encompass virtually 
any type of business enterprise. For example, a barber shop who 
services improve the presentability of a manufacturer’s representatin 
traveling in interstate commerce might thereby be considered as per 
forming services that are “necessary to commerce.” Similarly, the 
restaurants and hotels that serve the representative during his multi- 
state travels also would seem to be performing services “necessary to 
commerce.” 

In the event any one of these establishments were competing witha 
similar establishment very obviously engaged in interstate commer, 
it could also be covered because of the element of competition “with 
any activity in commerce.” 

Broader Federal authority is also evident in section 3(j) of HR 
4488 where it defines which employees are considered to be engaged 
in producing goods for interstate commerce. According to the law 
now, an employee is so engaged if he is actually working on such good 
“or in any closely related process or occupation directly essential t 
the production thereof.” But, H.R. 4488 revises this definition soa 
to encompass employees engaged in “any process or occupation neces 
sary” to production. It is conceivable that administrative and cout 
interpretations of this broader definition could embrace the enti 
business community. 

Of course, as the bill is now drafted, it does not take full advantage 
of the maximum coverage possible under the foregoing changes 
Instead, in section 3(t), it defines employers engaged in activitie 
affecting commerce as those operating specific types of enter 
prises some of which are further defined by annual gross sales 
For example, retail or service establishments with annual sales 
$500,000 or more would be covered. 

Under this section, new coverage would be established for man 
retail and service enterprises, laundries, dry-cleaning firms, local 
transit systems, taxicab operating companies, and constructiol 
and/or reconstruction enterprises. : 

Also brought under coverage—because H.R. 4488 eliminates their 
existing exemptions—are employees of small newspapers, § 
sawmill operations, and those employed in the packing and proces 
ing of seafood. : 

Theoretically, businesses not meeting the specifications of th 
section would not be covered. Thus, it is probable that many smal 
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business firms having annual sales volume of less than $500,000 
expect that they would not be covered by the bill. However, con- 
sideration of two other provisions in the bill casts serious doubt on 
ay “protection” of small business from Federal wage-hour 
regulations, 

First, consider section 3(t)(7). This extends coverage to the 
employees of any employer who— 
has one Or more employees engaged in commerce or in the production of goods 
for commerce if the annual gross volume of sales of such enterprise is not less 
than $50,000. 

An employee can be engaged in commerce simply by traveling 
regularly across State lines while working—or by regularly using 
the mails, telephone, or telegraph for interstate communication—or 
by ordering, receiving, or keeping records on goods received from 
outside the State. 

Such an employee could be found in many retail and service 
frms. Thus, the employees of these establishments seemingly 
would be covered even though the firms might be too small to have 
annual sales volume of $500,000 or more, but still have sales ex- 
ceeding $50,000. 

Mr. Roosrvetr. I can say that that section has caused all of us 
considerable problems, and I know it is already very fully under 
consideration, and I have a feeling we may want to change it. 

Mr. Sypnor. That is very gratifying. I think it would cause 
many problems if it were enacted. 

Going to the top of page 4, consider the small business effect of 
the bill’s coverage of “enterprises”—in relation to the definition of 
enterprise in section 3(r) as meaning— 
the related activities performed (either directly or indirectly through unified 
operation or common control or otherwise) by any person for a common 
business purpose of providing goods or services, or the products thereof, or a 
combination of them, to others, and includes all such activities whether per- 
formed in one or more establishments or by one or more corporate or other 
organizational units. 

The intent here is apparently to assure coverage of chain organi- 
zations—to assure that chainstores are not considered individually 
for purposes of coverage, but rather that all stores of a chain be 
thought of as a single operation. 

What this means, of course, is that the small retail chainstores— 
regardless of their sales volume—would be brought under coverage 
where the parent organization has annual sales volume of $500,000 
or more from all stores combined. For small laundry and dry-clean- 
ing establishments that are part of a chain, coverage would be ap- 
plied if the parent organization has a combined annual sales volume 
of just $250,000 or more. 

Damaging as this is to the small chainstores, the provision actual- 
ly has even deeper significance with regard to small establishments. 
It is seemingly broad enough to encompass the thousands of small 
independent retailers who are today operating their own businesses 
under franchise agreements, so long as the combined sales volume of 
all stores under a given franchised operation tops the specified 
amount. And, such a volume would be reached in virtually all cases. 
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The bill’s effect, then, may well be felt within the wide range offar. 4: 
franchised businesses—frozen custard stands, doughnut shops, self 
service laundries, equipment rental services, automatic merchandis 
ing, auto laundries, upholstery and carpet cleaning services, ham The 
burger stands, etc. To cite some of the more readily recognizgi}rtail : 
franchised businesses, the bill would hit the many small businessmen facter— 
operating Western Auto stores, Ben Franklin variety stores, Howanfttades 

ohnson restaurants, Goodyear stores, ete. And, of course, the thor} This 
sands of small service station operators who lease their stations fromgw4s ol 
major oil companies would be affected. 0 tod: 

In that connection, I would like to mention that the vast majority{the lav 
of these service station operators are small, independent busines pg 0 
men, as you have pointed out yourself in your activities for the Smalféetern 
Business Committee. The 

Mr. Roosrverr. May I say to you that the purpose of the commit }from t 
tee I am sure, and certainly of myself, will be to exempt true franchig|*e, ¢ 
arrangements. The Howard Johnson restaurants that are not fran-Maxi 
chised, of course, should be covered, but the Howard Johnson res stated 
taurants, for instance, that would be covered possibly unless we dofalthoug 
make it very clear, which we will, which are true franchises andjommet 
small businesses within a community, should be exempt. I am sur por 
that we will see to that. 

Mr. Sypnor. All right, because I think that that type of business The 
man is subject to a very high fatality rate under any conditions, andj"P0” ! 
when he is saddled with additional regulations and restrictions, his} We, | 
lot becomes a particularly difficult one. regulat 

I believe the records show that there is a 39-percent turnover) #40 
among gasoline station operators, as you have found in your own inf He : 
vestigation. first, | 

In addition, this provision threatens coverage of the thousands of¢lause’ 
small grocers who participate in voluntary and cooperative fooi}ing if. 
groups—as well as the small, independent drugstores and other typejthat ti 
of businesses operating under similar arrangements. Busit 

Considering the likely effect of these two provisions—section 3(t)}which « 
and section 3(t)(7)—it would appear that H.R. 4488 would bring an 
pron numbers of small business establishments under coverage of the] i 
aw. At | 

Of course, “mom and pop” stores seem to be specifically exchudedjPresid 
from coverage by the proviso following section 3(t) (7). But, even}/ength 
there, the mere hiring of a brother-in-law, or a teenage nephew af!on v 
another person having relationship to the owner other than parent, discus: 
spouse, or child, would be enough to void the protection from cover} Tod 
age offered by the proviso. establi 

Having thus examined the broad manner in which H.R. 4488 prof'he pe 
poses to extend coverage of the law into new fields, I would like no¥ the ge 
to cite reasons why the chamber believes coverage under the lavp!any 















should not be extended. hecord 
Mr. Roosrverr. Even if we change these other things, you wouli Con 
still be against coverage, then. this fi 


Mr. Sypnor. We feel, sir, that the present provisions in the Fai} Five 
Labor Standards Act as it stands and as it has been in effect since 1938ew ) 
are fair and proper, as to coverage and as to specific exemptions 0 Ala: 
certain trades that are engaged in local or intrastate commerce. as 
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re dtinr. 4488 REPRESENTS FEDERAL INVASION INTO REGULATORY FIELD THAT 
self. SHOULD BE LEFT TO DISCRETION OF STATE GOVERNMENTS 


1am-| The preponderance of sales activities and functions performed by 
\izei retail and service enterprises is essentially local or intrastate in char- 
smenfacter—and, thus, does not constitute any basis for subjecting the 
vari ptrades to Federal wage-hour control. 

hoy. | This fundamental, local characteristic of the retail and service trades 
frompwas obvious in 1938 when the wage-hour law was passed—and is still 
s today. You cannot change it by simply changing the wording in 
rity tthe law to apply coverage to enterprises engaged in an “activity affect- 
nes fing commerce,” or by specifying sales volume criteria as a coverage 
mall (determinant. 

The coverage concept proposed by H.R. 4488 is indeed a far cry 
mit from that expressed by President Roosevelt in May 1937 in his mes- 
chigjsage to Congress requesting the enactment of minimum wage and 
Fran-jmaximum hours legislation for those “who toil in factories.” He 

res stated that— 
e do although a goodly portion of the goods of American industry move in interstate 
anijcommerce and will be covered by the legislation which we recommend, there 
are many purely local pursuits and services which no Federal legislation can 
effectively cover. 
nes.| There was additional emphasis of this from Senator Hugo Black, 
-andj¥pon introducing the original bill. He said: 





5 his We, therefore, eliminate in the beginning any idea that this is an effort to 
regulate wages and hours in the various service employments throughout the 


over Nation. 


nin} He stated further that the reason for this limitation was twofold; 

first, because the bill “rests squarely upon the interstate commerce 
1s offclause” of the Constitution, and secondly, because it was the prevail- 
fooling if not the unanimous sentiment of the Senate Labor Committee at 
pe that time that— 






Businesses of a purely local type which serve a particular community and 
3(r) which do not send their products into the streams of interstate commerce, can 
pring} better regulated by the laws of the community and of the States in which 
f the the business units operate. 

At the time this act was originally passed by the Congress, both 
udedjPresident Roosevelt and its sponsor, Senator Black, dwelt at some 
evel length on the fact that the commerce clause of the Federal Constitu- 
w option would not allow control of businesses of the nature that we are 
rents ‘iscussing here at this time. 
over} Today, of course, 33 States have their own minimum wage laws— 

‘stablished and administered by State authorities who are close to 
pro the people who are affected and in position to know what is best for 
novpte general public and for both employee and employer. Moreover, 
Jawpaany of these States have been revising their laws over the years in 

kecordance with changing conditions. 
oul Consider the highly significant demonstration of State activity in 

this field just since 1955: 

Fait Five States enacted minimum wage laws for the first time—Idaho, 
1934\ew Mexico, Wyoming, Vermont, North Carolina. 

ns of Alaska repealed its old law and enacted a broader one. 
Washington State broadened its law. 
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. ‘ 
Maine repealed an old law and passed a new broader law. Mr. | 
This concentration of State activity in this field is the greatest singt" — 

the 1930's. Such evidence as this very definitely indicates a willing"!¢ 


ness by the State legislators to face the minimum wage questiong®!": 
without any help from Federal legislators in Washington, hundmig"i@e § 
of miles away from the point of application. unt 

Mr. Roosrvetr. Don’t you think it would be fair to say that Mr. 
Federal legislation has been responsible for this activity in the Stateg!! *t 

Mr. Sypnor. I would not feel that was quite the statement. I wou ° 
say that the fact that these State laws vary widely, and I understag®." '® 
that none of the 33 State laws have the same provisions, and th with t] 
approach the matter in different ways, I think isa pretty good indigg®"'°° 
tion that the State legislatures where the matter is considered a pm" ° 


lem or a need, have acted in the interests of their local constituent ott 
They are not on a uniform basis, and there is no uniformity to they " 19 
which would be the case in the Federal law. bis 


Jem. 


THIS LEGISLATION REPRESENTS DOUBLE PRESSURE ON COSTS FOR REI deal v 


AND SERVICE TRADES — 
Mr. 


on pag 
wage 


























Passage of H.R. 4488 would have a double-barreled cost impaet 
retail and service businesses. 

The first cost impact would be on the stores’ own labor costs. Fagexact s 
the stores brought under the $1.25 minimum, there would be a dimgfor Ch 
cost hike. For the few stores that might remain uncovered, thegrecent 
would be an indirect cost impact; they would need to keep their waggduced. 
in line with covered establishments in order to remain competitigduced, 
for qualified employees in the same labor market with covered it fail 
And, both covered and uncovered stores would face the prospect was co 


maintaining salary differentials. Dr. Schmidt has already discuss Mr. 
that in connection with the general question of raising the minimugsin, t 


down 

our Si 
State, 
the pr 


The second cost impact for retail and service employers would 
felt in purchasing the goods and services necessary to their busine 
operations. 

Inasmuch as the legislation will cause higher wages at the mam 


facturing level, it is quite certain this will cause the manufactureg Mr. 
product to cost more. Result: Merchants will be confronted wilfthat t 
higher merchandise costs. they ¢ 


States 
up I 
dollar 
at $1. 
who w 


Mr. 


Moreover, if higher wages are thrust upon construction compan 
this might well mean higher costs for the retail or service firms th 
contemplate building or remodeling programs. This, of course, ¢4 
deter the downtown improvements that so many mechants tod 
consider essential. 

Also, if small newspapers lose their exemption and are cove 
with the $1.25 minimum, it is a distinct possibility that their adveind o1 
tising rates would be increased to help cover the added costs. mi; 
sult: Higher costs for advertising, especially for the smaller stom@gong 
in small towns. restau 

Thus, the added costs that would confront retail and service firi§1.09 . 
would be far greater than one might expect from a mere surfiljlexas 
examination of the bill. _ 

Mr. Puctnskt. Would you tell me this: In those 33 States tg Mr. 
have adopted minimum wage standards, have all of these thinghirly 
happened ? 
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Mr. Sypnor. I would say, sir, that they happen to a greater or less- 
t sipget extent. The point is that if the State enacts a minimum wage 
{lligg*hich they feel is in line with conditions in that State and their 
tion gregion, the impact is considerably less than when you enact a nation- 
vide standard which may be quite acceptable in some areas of the 
puntry, but could be quite onerous in other sections. 

at iq Mr. Puctnsxt. The thing that disturbs me is this: Those remaining 
‘tatagl’ States have not dealt with this problem. As far as I know they 
swougtow absolutely no inclination to deal with this problem. I think it 
stags reasonably safe statement that they have no intention of dealing 
1 thgvith this problem, and yet in the figures I have seen here during the 
ndjeqourse of these hearings the perhaps greatest abuses have been in 
_prnigthose States and the problem I have, coming from Chicago, is that 
ruentgevery day or every week we have some 2,000 migrant families coming 
‘thet there looking for a higher wage structure. 

‘| It is from these very States that don’t want to deal with this prob- 
lm. Now, therefore, you can see where I would be very tempted to 
deal with this problem at a national level, simply because these 17 
States have made no effort at all. How do we solve that ? 

Mr. Sypnor. I would refer again to the evidence which I submitted 
ajon page 7, which is to the effect that five States have enacted minimum 
wage laws for the first time in the past 5 years. I don’t know the 
gexact section of the country to which you refer as creating a problem 
for Chicago, but I would say that in my own state of Virginia, at the 
recent session of our legislature, a minimum wage bill was intro- 
mduced. It was reported out of the committee in which it was intro- 
duced, it had considerable debate on the floor of one of our houses, and 
mit failed for passage by a tie vote, which would indicate to me there 
was considerable interest in it. 

Mr. Pucrnskt. Our State legislature is now meeting in special ses- 
sion, to raise $33 million for general relief. There was testimony 
down there that one of our Southern States, one county in one of 
our Southern States, when people come in to ask for relief in that 
State, gives them a one-way ticket to Chicago instead. These are 
the problems that we are confronted with. 

Mr. Sypnor. Let us look at the other side of that coin. One reason 
riljthat the people that you mention may be moving to Chicago is that 
they cannot obtain employment even at prevailing wage rates in the 
aStates where they now live. The problem that Dr. Schmidt brought 
igup I think is quite pertinent there. If a man cannot produce one 
dollar's worth of return to his employer, he is not likely to get a job 
mat $1. If you raise that to $1.25, I think there would be still more 
who would not be able to obtain employment. 

mm Mr. Puctnsxt. Conversely, the man that is capable of producing it 
ind only gets 40 cents an hour, or 50 cents an hour, and realizes that 
he might get $1 an hour in one of the northern industrial centers, is 
going to move there as soon as he can. We had testimony in the 
Nstaurant industry, for example, where in Chicago they pay a busboy 
firg$1.09 cents an hour; in California they pay him $1.23 an hour. If in 
uhi@exas they pay him 50 cents an hour, whan do you suppose that bus- 
hg going to try to work ? 

3 i Mr. Sypnor. Congressman, I would say we are getting into some 
hinglairly deep water. There is an interesting series of articles appearing 
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in the New York Herald-Tribune at this time on problems in some part-t 
the northern cities, I believe in the types of population that you refej Labor 
to. It is written by Mr. Harry Ashmore, and you may be interest visor) 
to see it. I think that some of the problems that we are getting inj wem) 
in this field have many other causes than whether the statutory wag} in ret: 
is 75 cents, as it is in some of these States, that I am referring ij All 
and perhaps you are referring to, or whether it is $1 or $1.25. I dont for in 
think this minimum wage in itself is what is causing Chicago inf tensio 
problems today. trades 
Mr. Puctnsxkr. Not in itself, and of course I agree with you, buf As 
I think it is a big contributing factor. costs | 
Mr. Sypnor. I would say that if $1.25 minimum wage is enactelf lowec 
on a nationwide basis, the problems of Chicago and New York anif wage 
Detroit and Philadelphia and other large centers of nonwhite The 
lation are going to be greatly increased, rather than minimise 29, 1S 
the future. Natio 
Mr. Pucrnsxt. Is this happening in those 33 States that they hav piled 
passed minimum wage laws, and have you had a tremendous layof in 
of workers or an increase in unemployment, and people are being dis} N.Y., 
located because States have adopted minimum wage standards? — | findu 
Mr. Sypnor. There is a report that I will refer to a little later hen} labor 
which shows the effect of an increase in the minimum wage in Neg} previ 
York State from 75 cents to $1 and it indicates that there is a tendeng struc! 
toward disemployment in line with the amount of the wage increas} inefli 
Mr. Roosrvert. I am going to have to ask you to get along, becai In 
we have been overtime now on the time allotted to the chamber. Wilf Labo 
you go ahead, sir ? Act. 
Mr. Sypnor. I will resume then in the middle of page 8. to $1 
It is totally unrealistic to expect these firms to absorb the extnf + + 
costs. Profits are just not large enough. In fact, 41.4 percent of the signifi 
retail corporations reporting to Internal Revenue Service for fiscal studie 
1958 showed no profit at all. Those that were in the black showedi} An 
net profit after taxes of only 1.8 percent of sales. For all reportin| , , 
retail corporations—both with or without profit—the average De] mynit 
profit after taxes was 1 percent of sales. of the 
Obviously, therefore, no one can expect these firms to bear th} py 
brunt of the extra costs the legislation would impose without takin] yj. 
some sort of compensatory action. To escape the impossible burde} pon 
of the extra costs, the retailer will look mainly toward reducing hi} 7, 





staff of employees and/or raising his prices to the consumer. find | 
Th 

EXTENDED COVERAGE WOULD JEOPARDIZE EMPLOYMENT AND EARNING | jony: 
OPPORTUNITIES IN RETAIL AND SERVICE TRADES tail t 





‘ . | attri 
Laying off employees, where possible, would surely be one solutia ae 


for retail employers seeking to hold down costs. week 
Retailing currently offers comparatively good employment st# 9 coy 
bility—as was evidenced during the recent recession. From Augus} 
1957 to June 1958 retail employment declined only 1 percent—whil ple | 
manufacturing employment dropped 12 percent. ploy 
Also, the retail and service trades are perhaps the major fields 10} pq), 


employment of the inexperienced young beginners and older work} earn: 
ers—those generally less productive employees, often working on 














utioi} 
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art-time basis. Nationwide, according to the U.S. Department of 
bor, part-timers account for about one-fourth of total nonsuper- 


estelf visory employment in retailing. Most of these employees would be 


memployable if they were deprived of employment opportunities 
in retailing. 

All of this—the general employment stability and the opportunities 
for inexperienced employees—would be seriously reas | by ex- 
tension of Federal minimum wage provisions to the retail and service 
trades. 

As employers are forced to make staff reductions to keep total labor 
costs in line, the inexperienced employees would be the first to go, fol- 
Reed by — whose productivity is not on a par with the mandatory 
wage level. 

ore was evidence of this in a report contained in the December 
9, 1959, issue of Daily Labor Report, published by the Bureau of 
National Affairs here in Washington. The report cited a study com- 

iled by a student at Cornell University’s School of Industrial and 
es Relations—a study of 42 retail stores in Syracuse and Auburn, 
N.Y., a State having a $1 minimum rate for retailing. Preliminary 
findings in the study are that a 7.8 percent increase in the price of 
labor resulted in a 4.5 percent rate of layoff among workers who 
previously had been paid less than $1 an hour. The layoff impact 
struck most heavily among certain kinds of workers: the relatively 
ineflicient, the elderly, the part-time, and the handicapped. 

In this connection, consider also a statement in the Secretary of 
labor’s report of February 15, 1960, on the Fair Labor Standards 
Act. Commenting on the effects of the 1956 minimum wage increase 
to $1, the report states on page 1, part IL: 

** * during the period of adjustment to the higher minimum, there were 
significant declines in employment in most of the low wage industry segments 
studied. 


And, on the same page, it is said: 


** * if alternative employment is not available, workers in low wage com- 
munities may remain unemployed rather than obtain higher wages as a result 
of the minimum wage. 


It seems most unwise to gamble with legislation such as H.R. 4488, 
which undoubtedly would add still more people to the ranks of the 
tnemployed. 

In addition, some of the employees who remain on the job may 
find their total earnings reduced, because of the overtime provisions. 

The 1956 Bureau of Labor Statistics report on retail earnings and 
hours showed that over 2.7 million employees (45 percent of the re- 
tail total) worked 41 hours or more a week—a schedule that can be 
attributed to the public’s shopping habits. The fact that almost half 
of all retail nonsupervisory employees work more than 40 hours a 
week leaves no doubt that overtime provisions of the act would have 
asevere effect in retailing. 

The overtime provision would be especially penalizing to sales peo- 
ple working on an incentive or commission basis. Naturally, em- 


| Ployers would try to find ways of reducing overtime—and the very 


reduction of weekly hours would curtail the selling opportunities and 
earning power of commission-type sales people. 
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This type of salesman, if he is to maximize his earnings, canno 
be shackled by a 40-hour week. Customers do not oblige the retailer 
by coming to shop in even numbers and at regular intervals—in ag 
sembly-line fashion. This explains why, for floor-sales people, which 
make up a very large part of the total retail employment, mam 
hours are not productive. They spend some of their time just waiting 
for customers. It is the customer, not the employer or the sala 
person, who really sets the pattern of retail hours. 


EXTENSION OF COVERAGE WOULD BE INFLATIONARY; WOULD PROVOKE 
HIGHER PRICES TO CONSUMERS 


Because of the extra costs resulting from the legislation, retail and 
service establishments would assuredly be forced to increase consumer 
prices. 

The amount of increase would depend on the extent to which they 
could reduce already low profit margins or compensate for the added 
costs through layoffs. But, some consumer price increases would be 
inescapable. . 

As I mentioned earlier, the retailer will be confronted with mor 
than labor-cost increases in his own business, The manufacturer will 
probably increase his prices, too. There is already supporting ev:- 
dence. Many manufacturers in such textile lines as carpets, sheets, 
shirts, and towels which, early last year, voluntarily lifted their mini- 
mum hourly rates to $1.25, announced price increases later in the 
year. Furthermore, rising labor costs have been cited among chief 
reasons fox late-1959 price advances in shoes, appliances, furniture, 
and truck tires. 

Price rises in a wide range of manufactured items have pushed the 
BLS wholesale price index to record highs for all commodities 
other than foods and farm products. Of course, increases in the 
wholesale price index are not necessarily reflected later in rises in 
the Consumer Price Index. However, additional wholesale price hikes 
of manufactured products cannot help but exert more upward pres 
sure on retail prices consumers pay for many types of goods, And, 
certainly, rises at the wholesale level will discourage possible reduction 
of retail prices, 

The recent stability in the BLS Consumer Price Index may be 
rather misleading. The fact is that in the past year or so the index 
has been held down almost entirely by declining food prices. 

The Consumer Price Index in December was 125.5 percent of the 
1947-49 average. While this index as a whole has risen only 1.5 per 
cent over the past 12-month period, the index omitting tood costs 
has climbed by 2.5 percent. The cost of services alone—the most per- 
sistently rising factor in the index—went up 3.1 percent and Govert- 
ment price analysts say the trend still is upward. 5 

The minimum-wage legislation before this subcommittee, if enacted 
would only compound the difficulty of maintaining stable prices. 
there be no doubt that enactment of legislation such as H.R. 4488 
would be tantamount to legislating higher consumer prices. The cot 
sumer would have to defray some of the added costs that would result 
from the legislation. 
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RECORDKEEPING REQUIREMENTS WOULD BE COSTLY PROBLEM 


The mandatory maintenance of certain records under the wage-hour 
law should not be overlooked as a costly problem for those a in 
local commerce which are proposed for coverage in H.R. 4488. 

Existing regulations require that 17 separate records be maintained 
for each employee for 3 years—and 7 other records for 2 years, There 
are also additional requirements as to how these records shall be kept. 

Since most of the smaller retail and service establishments do not 
have legal or accounting specialists, the proper maintenance of these 
records would impose still another problem on these establishments— 
the solution of which would represent another cost factor. 

In addition, many of these employees regularly receive tips in the 
course of their work, or commissions, or bonus types of payments. 
Thus, the recordkeeping involved, particularly in computing over- 
time pay, would be burdensome and costly to employers. 


EXTENDED COVERAGE WOULD NECESSITATE INCREASED FEDERAL 
EXPENDITURES 


Another consideration, often ignored or slighted by the backers of 
coverage extension, deals with the accompanying need for increasing 
the present Wage and Hour Division staff of about 656 investigators. 
If the coverage is broadened to include millions of additional em- 
ployees in small places of employment, the Division would be con- 
fronted with a need for many additional investigators to keep track 
of new establishments covered by the law. 

Secretary of Labor Mitchell, testifying before the House Labor 

Subcommittee during the 85th Congress on a bill somewhat similar 
to H.R. 4488, estimated that— 
the additional funds required for us to administer such a law would be about 
2) percent more than we have appropriated * * * between $2144 and $3 million 
(Fair Labor Standards Act, hearings before a subcommittee of the Committee 
on Education and Labor, House of Representatives, 85th Cong., 1st sess., on 
“Bills Relating to Extension of Coverage of the Fair Labor Standards Act,” 
Mar. 5, 1957, p. 15). 
_ Now, this was 3 years ago. In view of the subsequent Federal pay 
Increase and upgrading of many Government jobs, today it might 
well cost the Government a good deal more to enforce and administer 
the law under the H.R. 4488 amendment. 

Considering the already sad state of the Federal Government’s 
financial condition, it seems most unwise to cause still more spending 
of the taxpayers’ money for enforcement of an amendment that, in 
Itself, is economically unsound, 


SMALL BUSINESS CANNOT ESCAPE ADVERSE EFFECTS OF LEGISLATION 


As the concluding point in my testimony, I would like to emphasize 
that small business would be injured by this legislation. The impact 
of higher costs would face small business in one way or another: 
Through direct wage hikes, if brought under coverage; through in- 
direct wage hikes by virtue of having to compete with larger stores 
for qualified employees; through higher merchandise costs; through 
higher costs for purchased services. 
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It is not realistic to expect otherwise. Small business does not exist 
ina vacuum. Neither does large business. The costs of one firm hay 
relationship to the costs of other firms. It is impossible to enact mini. 
mum wage legislation that will be limited in effect to large 
enterprises. 

Therefore, small retail and service establishments would not. bk 
protected from the burden of additional costs. Like their larger con. 
petitors, they too would face the problem of adjusting to increased 
costs, if this legislation is enacted. 

Because of this, the small merchant, or drycleaner, or motel oper. 
tor, or newspaper publisher will have two alternatives in attempti 
to compensate for added costs: (1) he can attempt to increase hi 
prices to cover the added costs or (2) he can reduce the number of 
employees, in order to keep total costs at the same level. 

Kither choice would be economically harmful. The former choie 
could well meet consumer resistance that would cause a dropoff in 
business; the latter choice would probably result in decreased operat- 
ing efficiency and a reduction of services to the customer. I believe 
that personal service is particularly important in small establish- 
ments. That is one of the advantages they have over the large ones, 
but if you have to reduce your staff, and cut down on that personal 
service, you are more handicapped than the large operator is. 

The net effect would be a weakened competitive position for the 
small businessman, thus suggesting a third alternative for him: He 
can go out of business. 

The relationship of this legislation to small business is especially 
significant when you consider the large proportion of small businesses 
in the trades proposed for new coverage. 

Using the retail trade as an example, 1954 census figures showed 
that 91.3 percent of all retail establishments had nine or fewer em- 
ployees. This amounted to 1,473,922 establishments. 

In manufacturing, 53.8 percent (154,362 establishments) had nine 
or fewer employees. 

Thus, if number of employees is any indication of size, it is clear 
the extension of coverage will affect a great many small establishments 
—far greater, proportionally, than are currently affected by the lav. 

Another indication of size—though less accurate—is the type of 
legal organization. The 1954 census data showed that there were 
148,464 corporate and 138,353 noncorporate manufacturing establish- 
ments. This is essentially a 50-50 split. But, in retailing, 86.7 per 
cent of the establishments (1,491,158) were noncorporate. Normally 
a small establishment will be more likely to be an individual enterpris 
than a corporation. 

In addition to injuring small businesses already in existence, this 
legislation also would tend to obstruct new business starts. When the 
average person thinks of starting his own business, he most often 
thinks of a retail or service business—and he generally starts small, 





in a partnership or an individual proprietorship. Although the leg 
islation obviously would not destroy this right of entry, the higher 
costs and the additional recordkeeping burdens it would impose o 
employers might well deter the formation of new businesses and the 
attendant opportunities for employment. 
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Much as Congress does not wish to harm small business—and you 
have certainly taken many measures in recent years to give him a 
little better break—the chamber firmly believes H.R. 4488 would be 
damaging to small business—and actually accelerate the failure rate 
for our smal] business establishments. 

A vote for H.R. 4488 would be a vote against small business. 


IN CONCLUSION 


To augment my testimony, I have a supplement which contains 
additional data relative to retail wages, productivity, and profits. 
These data are important in the consideration of this type of legisla- 
tion because they show, for example, that: 

(1) Hourly earnings in retailing are now rising at a slightly more 
rapid percentage rate than in manufacturing, where Federal law 
generally applies. That is even though the minimum wage law does 
not apply to retailing today. 

(2) Average hourly earnings in some retail trades are higher than 
insome manufacturing industries. 

(3) Retail wages show wide variations—by trade, geographic 
area, etc.—thus pointing up the difficulty of establishing a uniform, 
national minimum wage for retailing. 

(4) Retail profits are generally too low to absorb higher labor 
costs. 

To conserve the committee’s time, I will not read the supplement; 
however, I do request that it be placed in the record. 

Mr. Roosevert. It will be placed in the record at the conclusion 
of your statement. 

r. SypNor. To summarize what Dr. Schmidt and I have said, the 
national chamber believe H.R. 4488 and similar bills would injure 
many employees, by causing them to be laid off. The Secretary of 
labor’s report for fiscal 1959 indicates such an occurrence follow- 
ing the 1956 increase. 

The report states on page 1, part II— 


During the period of adjustment to the higher minimum, there were signifi- 
cant declines in employment in most of the low-wage industry segments studied. 


On the same page, it is said and again I quote— 


If alternative employment is not available, workers in low-wage communities 
may remain unemployed rather than obtain higher wages as a result of the 
hinimum wage. 

I believe, Congressman Pucinski, that had some application to 
your earlier question. 

It seems most unwise to gamble with legislation such as H.R. 4488 
which undoubtedly would add still more people to the ranks of the 
memployed. 

Finally, this legislation would injure consumers through more in- 
fation, by causing employers to raise prices as a means of compensat- 
ing for their added costs. It would injure small business by weaken- 
ing their competitive position, and finally, it would injure the coun- 
try’s general economic condition through the total impact of the three 
effects that I have just cited. 

_ The national chamber urges that you disapprove legislation propos- 
Ing to extend coverage or raise the minimum wage under the Fair 
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Labor Standards Act—and that you amend this law so that ane. 
ployer who is in compliance with the Fair Labor Standards Act cap. 
not be deemed in violation of the Walsh-Healey or Davis-Bacon Act 

Thank you, sir. 

Mr. Roosrvetr. Thank you very much, Senator. I want to expres 
on behalf of the subcommittee our appreciation for the very excellent 
and full statement which you and Dr. Schmidt have made availabk 
to us. I assure you that all of it will be studied very carefully befon 
we reach our decision. 

Thank you very much. 

(The supplement referred to above follows :) 


(Supplement to testimony of Eugene B. Sydnor, Jr., for the Chamber ¢ 
Commerce of the United States on extension of coverage of the Fair Labo 
Standards Act) 


SoME AppITIONAL Facts Asoutr RETAIL WAGES, PROFITS, AND PRODUCTIVITY Tan 
BEAR ON EXTENSION OF COVERAGE OF THE WaAGE-Hour LAW 


WAGES 


An analysis of the overall wage picture in retailing does not reveal any nee 
for coverage of the trade by the Federal wage-hour law. 

In fact, retail wages are now reflecting a slightly more rapid percentage ris 
than wages in manufacturing, where the Federal law generally applies. 

For example, between 1953 (post-Korea) and 1959, gross average hourly ear- 
ings for all retailing increased 25.7 percent, as against 25.4 percent in all many 
facturing—according to the Bureau of Labor Statistics. In money terms, the 
rise in retailing rose 30 cents—from $1.40 to $1.76. In manufacturing, there was 
a 45 cent-an-hour increase—from $1.77 to $2.22.* 

In explanation of the gap between average earnings in the two fields, it should 
be pointed out that (1) manufacturing pay reflects a greater amount of over 
time and shift differential earnings; (2) retail earnings reflect a shorter aver 
age workweek—thus, less overtime and a larger proportion of part-time workers; 
and (3) productivity is more controllable in manfacturing than in retailing. 

Actually, average hourly earnings in some retail trades are higher than i 
several manufacturing industries where the wage-hour law now applies, as it 
dicated in table 1: 


TasBLeE I.—Gross average hourly earnings for nonsupervisory employees in 
selected retail trades and manufacturing industries, November 1959 


Retail: Earning 
Rood 2nd: inner :etoreticsskncss eas Li ceneunduwoescousieochh $1.4 
EES QRS TST, SR EERE Sree rer eta aes: epee en i!) 2. 6 
Pueecure as Mrplinneee§. 8 fo ee es ee ee 1.8 
Lumber and hardware... .............__-- J PU ey ee 1.4 

Manufacturing: 

I I 1,81 
CaS a OR CT oS NED" A A ERP pet 1.98 
Tobacco manufacturers_________------_--__. Ne ee ee 1.8 
Apparel and other finished textile products__.___________________-_- 1.2 
Leather and leather products__..._-...-.-_.~--.---_-._...-.._._- 1.8 


Source: U.S. Department of Labor, Bureau of Labor Statistics, “Employment ani 
Earnings, January 1960.” Data are preliminary. 


Of the 12 retail trade categories covered in the special BLS survey of retail 
earnings and hours in 1956,2 only one retail trade showed a national average @ 
less then $1 an hour. And it is significant that 41 percent of the employees it 
this category were part-timers. Further, this entire category represented only 
5 percent of the employees covered in the study. 


1The 1959 average hourly earnings figures of $1.76 and $2.22 are preliminary dat 
obtained from the Bureau of Labor Statistics. 
2U.S. Department of Labor, Bureau of Labor Statistics, “Employee Earnings in Retal 
Trade in October 1956, Summary Report,” Bulletin No. 1220. 
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Wage variations 


Application of a national, uniform minimum wage to all retail employees seem- 
ingly assumes that retailing is a homogeneous unit. Nothing could be further 
from the truth. 

The 1956 BLS study of retail earnings and hours showed that retailing is a 
field in which many factors influence wages——and that there are wide variations 
in wage levels among the retail trades. This special study of the retail field 
showed that women employees predominate in some retail industries, but not in 
others. It also revealed that the retail trade work force embraces a wide range 
of skills in the purchasing, selling, accounting, maintenance, and related activi- 
ties required for the functioning of the industry. Longer work schedules are 
typical in some lines, but are less marked in others. The ratio of part-time em- 
ployment to total employment is extremely significant in some operations, but 
relatively less important in others. For these and other reasons, it would be a 
nistake to think of retailing as a homogeneous unit. 

Retail earnings data in the BLS study showed extreme variations according to 
all breakdown techniques utilized in the study—between different lines of re- 
tailing, within specific retail trades, among the four national geographic areas, 
between metropolitan and nonmetropolitan areas, among single- and multiple- 
wait stores, between full-time and part-time employees, between men and women 
workers. 

Trade comparisons 


Indicative of the wage variations between different lines of retailing is the fact 
that, on a national basis, including both part-time and full-time employees, each 
trade reported a different hourly wage. For part-time employees alone, the 
average earnings also was different in each of the 12 categories studied. For 
full-time workers, only two categories reported the same average hourly 
earnings. 


Areawide and regional differences 


Retail hourly earnings in metropolitan areas, which accounted for two-thirds 
of all retail employment, were considerably higher ($1.50) for every trade than 
earnings in nonmetropolitan areas ($1.22)—even though metropolitan areas re- 
flected a higher proportion of part-time employment and a smaller proportion of 
employees working in excess of 41 hours a week. And in communities of less 
than 5,000 population, the average hourly earning was $1.11. 

The BLS survey depicted the following geographical variation of average 
hourly earnings: $1.50 in the Northeast; $1.44 in the North Central; $1.68 in the 
West ; $1.16 in the South. One of the major reasons for the low southern figure 
is that the proportion of nonmetropolitan employment in this region (45.5 per- 
cent) is substantially higher than that for each of the other regions and for 
the country as a whole. 

In view of such numerous and widespread variations, it does not appear feas- 
ible to establish a uniform minimum wage level for all retail and service estab- 
lishments in all parts of the country. The wage differences themselves are some- 
what indicative of the variety of economic needs and standards of living require- 
Ments in different sections of the country. Yet, the imposition of a national mini- 
mum wage to retail and service trades would ignore these variations. 


Localized bargaining history 


Clear-cut recognition of these realities is evident from a look at traditional 
thion bargaining patterns in the retail field. These retail unions, which are 
among the staunchest advocates of extended coverage, do not bargain with em- 
ployers on a national basis. 

For example, officials of the Retail Clerks Union told the House Labor Sub- 
committee in 1956 and 1957 that local and regional conditions govern wage and 
other terms of employment in their collective bargaining agreements. They 
specifically pointed out that their union does not have “even in Safeway or the 
tational chains * * * the same wage scale in Atlanta, for instance, as * * * in 
San Francisco.” * 

SO 

*Fair Labor Standards Act, hearings before a subcommittee of the Committee on Edu- 
tation and Labor, House of Representatives, 84th Cong., 2d sess., on bills relating to exten- 
sion of coverage of the Fair Labor Standards Act, July 19-20, 1956, p. 41. Also, see Fair 
labor Standards Act, hearings before a Subcommittee on Labor Standards of the Com- 
mittee on Education and Labor, House of Representatives, 85th Cong., 1st sess., on bills 
tating to extension of coverage of the Fair Labor Standards Act, Mar. 7, 1957, p. 130. 


55097—60—pt. 3——26 
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State minimum wage laws 

Further recognition of the variables in retailing and the variations in e@ 
nomic needs and living conditions is shown by the minimum wage and hour law 
now in existence in 33 States, the District of Columbia, and Puerto Rico. Ther 
are no two of these which have applied the same provisions of law to employes, 
Several have set up zoning systems based on population of communities. Some 
provide special allowances for inexperienced and student employees. A fey 
laws extend coverage to all employees; others are confined to women and chi} 
dren. 

In the final analysis, it would seem most unreasonable—if not impossible 
to establish a uniform, national minimum wage pattern that would be fair ani 
equitable for all retail and service employees in all communities throughout th 
country. 

PRODUCTIVITY 


In view of the complex relationship between employee average productivity 
and wages, it is important that there be serious consideration of the produ. 
tivity problems and variations that exist in retailing. 

Productivity is an elusive factor in any industry and can be discussed ony 
in loose and general terms. In retailing, the only means known thus far fo 
measuring productivity is the crude yardstick of sales per employee. 

It is true that new methods of distribution, such as the modern supermarke 
system, have increased retailing efficiency and productivity. However, it woul 
be a mistake to presume that retail productivity is subject to the same degre 
of control as the productivity of assembly line industries. 

tven allowing for advances made by our modern supermarket system 
shopping centers, and self-service methods, retailing in general still function 
on a person-to-person basis. It still relies heavily on the skills of selling ani 
persuasion; on the whims of the customer and the weather; on variations it 
quality, value, and types of merchandise offered; on advertising and display 
techniques; on store services for customer convenience, such as credit ani 
parking facilities; and a host of intangible factors, such as managemenif; 
ingenuity. 

Unlike manufacturing, retailing cannot depend extensively on the neatly 
flawless performance of machinery, and on well-regulated production line 
Bearing this out is this pointed observation of a grocery chainstore executive: 

Speaking to the National Association of Food Chains convention in 1958 @ 
“Productivity of the Retail Outlet,” Carol Shaver, of Grand Union Co., not 
that the average supermarket employee is productive only 40 to 45 minutes om 
of each 60, or about 65 to 70 percent of the time. In contrast, he pointed o 
well-run production line industries may expect 54 to 56 minutes of producti 
time (90 to 95 percent of each hour). A typical $30,000-a-week store, with 
full-time employees working a 40-hour week is losing 15 productive minute 
per hour, per employee, or 2 hours per day. This is 56 hours per day total 
time, or about 280 hours per week. Figured on a wage of $1.50 per hour, this 
is a weekly loss of $420—an annual loss of $21,840. It is 1.4 percent of si i 
about half the pretax net profit of supermarket chains in 1957. Continuing i 
analogy, Mr. Shaver pointed out that on food chain industry sales of $1 
billion a year, a 55-minute hour per employee could reduce the housewif 
food bill by $252 million a year.‘ 

Productivity variations within retailing 

Even within retailing, there are wide variations in productivity and emplo 
earnings—as shown by data from the Census Bureau’s 1954 retail busi 
census. This point can be illustrated by simple computations from cen 
sales data and BLS earnings data to obtain average annual sales per emplo 
and average hourly earnings, nationwide, for employees in general merchand 
stores (department and variety stores, dry goods and general stores) and f 
those in food and liquor stores. The average annual productivity (sale 
figure per employee in 1954 was $14,268 for general merchandise and $40 
for food and liquor. Average hourly earnings for nonsupervisory employe 
was $1.15 for general merchandise stores, as against $1.58 for food and liqu 
stores.® 


4 Progressive Grocer, November 1958, p. 10. 
5 Computed from data supplied by the U.S. Department of Commerce, Bureau of ¢ 
Census, Bulletin R—2—2, 1954 Census of Business, Retail Trade Size. 
5 ®U.S. Department of Labor, Bureau of Labor Statistics, Employment and Earning 
une 1955. 
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Further evidence of these differences is borne out in the 1956 BLS survey of 
| eco f retail employee earnings, which showed that variety store employees’ earnings 
lawsg were the lowest of all trades, while employees of auto dealers were the highest. 
Chere § This can be attributed: (1) Wide differences in skills required, (2) tremendous 
xyes. fuse Of part-time, inexperienced, and young workers in variety stores, and 
Somef (3) great differences in value between types of products sold. 
. feyn§ The size of the average sales transaction obviously affects both employee 
_ chi § productivity and earnings. The range in these average transactions may vary 

fom hundreds of dollars (automobiles and appliances) to as little as 50 or 
ible-§60 cents (variety stores). There are stores in every community which sell 
r aniglower priced merchandise and which do not have expensive items to bring up 
it th the average sales per transaction. Such stores will have relatively low employee 

productivity and, therefore, a low average rate of pay. 

Retailing’s productivity problems and variations not only explain some of 

the difference between retail and manufacturing wage averages, but they offer 
tivit}# another reason for continued exemption of the trade from Federal wage-hour 
rodut-f regulation. 

H.R. 4488 does not improve retail productivity—but is aimed simply at raising 

1 onl} yages. Since wages are an operating cost, then the immediate effect of the bill 
ar ff would be to increase the ratio of costs to productivity. Generally speaking, this 
would present an intolerable situation to retailers, especially smaller retailers. 





* PROFITS 


Profit margins in the retail trades, on the whole, are too low to absorb rising 
wsts and wage increases not accompanied by productivity increases. Over the 
past few years, a large portion of retailing has tried to absorb most of its in- 
ceased operating costs. But generally, the point has been reached where added 
ests can no longer be absorbed. 

The profit problem of the smaller enterprise was made clear last year in a 
University of Michigan study * which contended that smaller department stores 
in the $5 million and under volume classification have made no progress in the 
last 80 years in improving net profits. 

An analysis of operating results between 1928 and 1957 shows, according to 

lines§ the study, that total expenses rose from 29.6 percent to 33.5 percent of sales, 

eutive'f more than offsetting rises in original markup and gross margin. 
958 of Even the large grocery chains are said to be heading toward a profit squeeze, 
| noeie according to a recent Harvard business report sponsored by the National Asso- 
tes OWE ciation of Food Chains. The report says that net profits before income taxes 
od OULB declined from 2.97 cents per sales dollar in 1957 to 2.89 cents a dollar in 1958. 
— The net after taxes slipped from 1.44 cents a sales dollar in 1957 to 1.40 cents 
v in 1958. 





ninuté®’ The Harvard report concluded that food chain profits declined because com- 
y to@Pretition limited the growth of gross margins while expenses went up. 
If, In a coldly accurate appraisal of profit trends in the distributive trades dur. 





















ing the postwar years, Dr. Arthur F. Burns, former Chairman of the Council 
of Economic Advisers, observes in his book, Prosperity Without Inflation: 

“The pace of competition became especially keen in retail markets as new 
methods of distribution—of which the discount house, supermarket, and subur- 
tan shopping center are representative—spread rapidly. A broad tendency 
wward declining profit margins developed. While only moderate and irregular 
in the case of manufactures, this tendency became quite pronounced for the 
distributive trades.” * 

The profit decline in retail trades is most vividly illustrated by a comparison 
of corporate income tax reports for fiscal 1957 and 1958 (latest available), issued 
by the Internal Revenue Service. These IRS figures show that all reporting 
retail corporations in fiscal 1957 had average net profit after taxes of only 1.2 
Percent of sales. Of all retail corporations filing income tax returns that year, 
9.9 percent reported no profit at all. Those operating in the black had a net 
jrofit after taxes of only 1.9 percent of sales. 


and f 





™Departmental Merchandising Results in Small Department Stores, 1956-58,” Edgar 
H. Gault, Bureau of Business Research, University of Michigan. 

‘Arthur F. Burns, “Prosperity Without Inflation,” Smith, Keynes & Marshall, pub- 
lishers, 1958, p. 10. 
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For fiscal 1958, the reporting retail corporations showed an average net profit 
after taxes of 1 percent of sales, a decline of two-tenths of 1 percent. Those 
reporting no profit rose to 41.4 percent of the reporting group. Those in the 
black showed a net profit after taxes of 1.8 percent of sales—a slight drop from 
1957. 

Even the most cursory examination of the profit picture in the retail and 
service trades shows these trades generally are in no position to absorb legislated 
wage increases unaccompanied by productivity increases. 

If H.R. 4488 is enacted, many retail and service businessmen will have no alter. 
native but to raise price and/or lay off employees if they expect to remain in 
business. 

APPENDIX A 


SECRETARY OF LABOR JAMES P. MITCHELL’S RECORD OF WALSH-HEALEY ACT 
MINIMUM WAGE DETERMINATIONS 


Secretary of Labor Mitchell took office on October 9, 1953. 

Since he assumed office, 51 wage determinations in 46 different industries have 
been made final. 

Of these 46 determinations, 19 of them are over $1.00. 

Except for three industries (aircraft, iron and steel, and small arms ammuni- 
tion), all of these 51 wage determinations were made during his term of office. 

Of the 51 wage determinations made, 49 have been applied to an industrywide 
or nationwide area despite the explicit wording of the act which provides that 
determinations be based on wages prevailing ‘in the locality” where the supplies 
are manufactured. 

Not content with this record, he has the following 13 determinations currently 
in process, at various stages, as of January 1, 1960: 


Tires and tubes. Metal business furniture. 
Electron tubes. Miscellaneous chemicals. 
Electronic components. Manifold business forms. 
Electronic end products. Office machines, 
Industrial chemicals. Paper and pulp. 

Paper and paperboard containers. Fabricated steel. 


Photographic equipment and supplies. 


Walsh-Healey wage determinations above $1 an hour under Secretary Mitchells 














administration 
| j 
Industry | Minimum | Effective 
rate | date 
| | 
hep Ee 
Battery: 
Teen weer emesis tii sisi ah ip bh tes tg eh Ss tnt nonin 5as~ ceded: $1. 35 | May 27, 185 
I OI en Blin dict bnnils Sea Bienen ob <p a bndieash aaj ‘ 1.08 Do. 
a ees Paniee hed HF ME do maienndhoyes, Y be 1. 34 Do. 
ig | beg: 5 a RCE GT es CGS Sk 2 Mey a _| 1.40-2.846 | Oct. 20, 198 
Drugs and medicine 1. 20 Sent. 1,198 
I ko a att wine Sankt eee on 1. 26 Aug. 20, 19% 
a a ecresietcematli apne ell alse A adit ee Ge ie ale Pa opt TE we Hebe 1.08 Dec. 5, 1% 
Evaporated milk__.......-._-- SULONL pe leeue 1. 68 Jan. 6,17 
1 SSE SOCRATES aa ae 1.30 | Mar. 5, 1% 
M etal business furniture_._...-.-------- Pees EG Rae ets Set gente oa | Dec. 6, 1% 
ES ERE TS eg lea RLBETTS pt eee. Bie RE 1.10 | June 18, 19% 
Paint, varnish, and related products.._........ 2.5. -.-.-<.-.----..-.-.... 1.50 July 24, 19% 
Paper and nulp____- "2 SM Sas eee ee Spumessee 1.115 Dec. 5, 
Photovravhic and bluevrinting equinment_-_...----------------------------- 1.18 May 7, 
Scientific, industrial and laboratory instruments_-__---------.--------------- 1. 20 Anr. 25, 198 
Geeta tee een wr) ee ee, ale ee la ee) eee Dec. 8, 1% 
Ne id let ect a shts be bE E> sere nc camer deine > ere 1.25 Sept. lL 
Woolen and worsted: 
Broad woven goods___......-.---------.-- Las 2Y.) Sebletwanhstedaetiidcmen 1.20 May 7, 196! 
i RE RE I Peas a EPCS Sus eres els ey r eee eee eee 1.05 | Do. 








— 








——— 


Aviatio1 
Battery 
Leas 
Dry 
Oth 
Bitumir 


Cement. 


Chemica 
(a) I 
che 


(b) C€ 
tiol 
anc 

Cotton g 
Dental g 
turing: 
consulr 
Die castii 
Dimensic 


Drugs an 
Electric } 
Envelope 
Evaporat 
Fertilizer 


Firework, 
Furniture 
furnitur 
Wood fu 
Flour anc 
waves ar 
erc 
Knitting, 
Wear 


Leather n 
e, 
women" 
Men’s ha 
hat and 
Men’s nec 
Metal bu 
equipm« 
fice mac 
Paint, var 
Paper and 
(a) Al 


(6) Pe 
Photogray 
Ment an 
ssed ar 
“alnWear- 
“entific, 
trum 











& BFRe 


= 


=f 


ave 


uni- 
fice. 
vide 
that 
ries 


ntly 


MINIMUM WAGE-HOUR LEGISLATION 


1339 


Walsh-Healey wage determinations made under Secretary Mitchell's 
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administration 
Mini- Effective 
Industry mum Area date 
rate 
Aviation textile products manufacturing.| $1.00 | Industrywide.......-.-..-..-.---.---- Oct. 7, 1956 
Battery: 
Lead-acid storage battery_-_--_------ gg hae A ee RSS S ee .--| May 27, 1957 
Dry primary battery--..--.-------- a ee (ee ee rend bate Reeds Do, 
Other battery - - -_-_---- satvessze Sp ore ek, ee ee ERE 6 aS Do. 
Bituminous coai (including lignite) _ -__- 2.745 | 1. Eastern Pennsylvania--__-.-....--- Oct. 20,1958 
2.745 | 2. Western Pennsylvania-_-_-.-..---- Do. 
2.745 | 3. Northern West Virginia___.....__- Do, 
i | RE eS Do. 
None ene nee et aeadet 3 Renee Do. 
>), wae Se ee Do. 
ee Ty ee Do. 
o 7ee) @ Geen eS... os Do. 
2.59 eS Re "Fee a ares Do. 
RB Be etd os Do. 
2. 78 oe 3 eee eee mE Do. 
TS hip |, WR ERE teeny eee ee | Do. 
2.515 | 13. Southeastern. __- PY pape Do. 
2.59 | 14, Arkansas-Oklahoma-_-_--- Bee Do. 
2. 59 eS == ee eee Do. 
2.796 | 16. Northern Colorado. .......-.---...- Do. 
2.796 | 17. Southern Célorado-_....----.----- Do. 
2.796 | 18. New Mexico- --...------ hE Do. 
2. 82 OU, i I. i tbiecvaviieqannteinnpiel Do. 
,* 2% % | AO Rea PLEO: Do. 
2.226 | 21. North Dakota-South Dakota-.----. Do. 
2.846 | 22. Montana-........--- ibehatevdae oat Do. 
2. 726.) 28.. Washington. ..............-.-+.--.. Do. 
MINE! Sn:ccecctteisndekidlichenkibina asians aba 1.00 | In each State where industry has its | Oct. 7, 1956 
plants. 
Chemical and related products: 
(a) Industrial and refined basic 1.00 Maryland, Virginia, North Carolina, Do. 
chemical products. South Carolina, Tennessee, Arkan- 
sas, Mississippi, Alabama, Georgia, 
Florida, and District of Columbia. 
(6) Cleaning and polishing prepara- 1.00 In@stry WAGs «6d Bnd conan Do, 
tions, insecticides and fungicides, 
and miscellaneous chemicals. 
Cotton garment and allied industries < a a eA, Do. 
Dental goods and equipment manufac- Bee loved DU Rithiekasteudedocuss ctamdinadaa Do. 
turing: (a2) Durable goods and (6) 
consumable goods. 
Die casting manufacturing .........-.-- i oe © Ee eT Do. 
Dimension granite..........-.....--.--- 1.00 In each State where industry has Do. 
plants. 
Drugs and medicine... ................-- 1.30 | Industrywide.........................| Sept. 1,108 
a “eee 1,90 Tes do Eee ....----| Aug. 20, 1956 
Envelope. ___._ 1 ee rem are Ts oe "ae ree wmebenae~act ees 5, SS 
MEIN. cn ducadenausawar i oe ees aes hee Cea ae Jan. 6, 1960 
Fertilizer. ........-.-- alone ER yaad aes 1.00 | In each State where industry has | Oct. 7, 1956 
f plants. 
RM 2 eid Ee Oe ey Be: ree Do. 
Fumiture manufacturing: (a) Metal 00 }----- lal NT IRR AER: A * PSM 
furniture, (b) public seating, and (c) 
wood furniture. 
our and related products. -.._.__._---- A008 feces OB. jax cnndinnineds dn ae cpeeimane Mar. 5,1959 
Gloves and mittens_._._...........-.--- ee eee EMG res BR BS EAS Oct. 7, 1956 
Handkerchief...................------ fF 1. 00 Do. 
Knitting, knitwear, and woven under- 1.00 Do. 
Wear. 
leather manufacturing _____._________-- 1.00 Do. 
e, leather goods, belts, and | EW ‘f.204 do... Se (Sabin sesy Do. 
women's handbag. | | 
Men’s hat and cap: (a) Cap and cloth | = 1.00 |_---- pS ee Ss ee, See Some em Do. 
hat and (6) fur felt hat. 
Meemeckweer.........).....-2.--2... SR eee ee ee ee Site tegtibeu Tadeo Do. 
Metal business furniture and storage SO tinned W, toi iin nchavdbbil sas ianewiettied Dec. 6, 1954 
equipment. 
eres ae is tay eae A, Pe es Se eee June 18, 1956 
Paint, varnish, and related products__-- Lm. his Es cis 5 ith aed muha ba cgaulle abe July 24, 1958 
Paper and pulp: 
(a) “+ products except paper bag Ro Dee EL PTE, eee ee Dec. 5,1955 
ranch. 
(6) Paper bag branch___._........-- 460! 4 Mi hee nts Sas. oe. Oct. 7,1956 
Photographic and blueprinting equip- 16 |... RRL SS DERI EL EAE: May 7, 1956 
ment and supplies. 
ssed and blown glass and glassware-- ee We ccc uidooancbanapeadinaas Oct. 7, 1956 
Ser Meee ere 1.00 |..--- Ee cicanatdubieninakss «stamedelowiens Do. 
“entific, industrial, and laboratory a) ee a susie hheguini alaseceginleamecdiaial Apr. 25, 1958 
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Walsh-Healey wage determinations made under Secretary Mitchell’s 
administration—Continued 
































Mini- Effective 
Industry mum Area date 
rate 
LLL LALIT EAAAE 0. OO. | Reena. os nndecsncnnmpotensnuns< Oct. 7, 
“— manufacturing and allied indus- 1.00 do. Do. 
ries. 
Soap and related products__-__.....-..-- 1. 50 8, 
wm accounting supply manufac- 1.00 7, 
ur 
Structural clay products_...........-.-- 1.00 | In Naan State where industry has Do 
plants. 
Surgical instruments and apparatus - --- Ra, |b RUN WING iia cic inn comcitiannenen Sept. 1,18 
 O Ehes! Sb oe ani i koe BREE cosduarmiqadidascauanhasunkionl Oct. 7% 
PEE AREAS A 2 SR EA BA Pewced | NSE BRP Cle renee eee Do. 
| MSR ie hacen Le f<x3 2 sas dente hsinnie dels maabeinsnbiiacaiac aii Do 
Toilet preparations and cosmetics__--_-- LBP inane ORACLE estland ek annse mine nistisen Do. 
Uniform and clothing: (a) Suit and coat, ee ee With ais th seen dk ccdeieemadiowebuniiiel Do. 
(6) heavy outerwear, and (c) wool 
trousers. 
Vitreous or vetrified china_..........--- a Se ae ewig oS ed ei ncniusmennes Do 
Wi ge == rs Oe ae BP Se citi iuinsmdeatied ob cane ehcp Do 
Woolen and worsted: 
(a) oo woven goods, yarn, | Mite £5 tls A idea cnne May 7,16 
ead, pressed felt. 
(b) all ‘ae products—woolen and a a | ee eee a ae Do, 
worsted industry. 
AppENDIx B.—Business struggles with minimum wage laws 
Law Covers Minimum Set by 
Fair Labor Stand- | 24,000,000 workers in, or producing goods for, | $1.._...---.--- Congress. 


ds Act. interstate commerce. 

Walsh-Healey Act..| Workers employed on Government contracts | Up to $2.846_...| Secretary of Labe 
exceeding $10,000. 
Davis-Bacon Act_..| Workers employed on Government contracts | Up to $5_----- Do. 
for public works of more than $2,000. 














APPENDIX C.—CASE HISTORIES 


DovuaLass CONSTRUCTION Co., 
Columbia, 8S.C., February 8, 1960. 
NATIONAL CHAMBER WASHINGTON REPORT, 
CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D.C. 


GENTLEMEN: This is in response to your inquiry in the Washington Repor 
of February 5, 1960, where you state individuals may wish to send specifi 
information showing how the Davis-Bacon Act has inflated cost on Federil 
projects in our communities. 

In April 1958, the U.S. Corps of Army Engineers awarded a job for the co 
struction of airmen’s dormitories at Shaw Air Force Base, 8.C., under con 
No. DA-38-081-ENG-—590. The following is a comparison of average preva 
local rates per hour and federally set minimum wages on this job: 
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Federally 
Prevailing set wages 
local wages (minimum 
Categories (average r hour, 
per hour) uilding 
and heavy 
construction) 
CRON. , 5A S2h MALE 33 Jo LU SS habe debessbbaaonundtvsncacneameath $2. 00 $2. 40 
1.00 
DES nbithvattneccecubiuodtaessvcesienncosesseeetbaenathensmensadatnt { 1 25 \ 1.60 
i I CCNRG. |. iicéibikbee >the tibinbaehusbhiclnssccnesesddeusecess { > a \ 1.85 
eee © Er Pas Oe ee ee ee eS 2.00 2. 40 
ir erent dapeni nae on sr eoheah er PRE RRL. { ps \ 2.15 
. 1.00 
enh RRP RUN ON OUND. . ci cduicicudauds Aidbepkaosn ebes bevunnddindboede { 1 25 } 1. 85 
ee SAORI, OE CI oon on  cnncccdatacuessecneacusasnsanenceaeuane 2.00 2.40 
es SRS eee Bene ee Eee nt ere es 1.40 1. 85 
See SS eS ae ee ee 1.75 2.15 
I Linon  canabhoadakeueineana tenes padawdwieenmbnwhaewapememerad 2. 00 2.15 
SE SRE DR SRE Fe OPE ES Se ee ee ee er een eee 1. 65 2.15 
Bo cicniviaw cddemienconnnancessnatwhlbddavitad san ddeetiedstsieensaneuee 1. 65 2. 40 
Santor Gander: 60 Deranpawan) sais asa 3 cnn dp ebecnndsbbls db ss sdocwwsdebesene { 4 2 } 1.60 
PODS... chitg Lh biersd whee ale wes banded wat dcioudiedidn sit ncn icesalatiaaeatn tine 2. 00 2.15 











You will notice that in every category the Federal determination of wages 
were inflated over that of the average wage rates paid in this community. These 
prevailing local wage rates are what we were actually paying employees at 
this period of time and we were not losing any employees due to any higher 
wages being paid by competitive businesses in this area. 

Yours very truly, 
DouGLass CONSTRUCTION Co. 


Jas. GAMBLE Rogers, Lovetock & FRrITz, 
ARCHITECTS AND ENGINEERS, 
Winter Park, Fla., February 15, 1960. 
Re Davis-Bacon Act. 
Mr. EUGENE A. KEENEY, 
Attorney, Chamber of Commerce of the United States, 
Washington, D.C. 

Dear Mr. Keenry: The projects freshest in my mind when I wrote the 
chamber were the Student Union Building at Stetson University in De Land, Fla., 
costing $1,250,000 and the Florida Lutheran Retirement Center, also at De Land, 
costing $135,000. 

Stetson University borrowed about $1 million for the Union Building from 
HHFA and under the Davis-Bacon Act were obliged to pay the minimum wage 
tates established in Washington. 

De Land is a town of about 15,000 people and its building trades had been 
paying the going rate in that locality, which averaged some 33 percent less 
than the Davis-Bacon rates. There was no builder in De Land who could bond 
$1,250,000 so the job went to an out-of-town contractor. The higher rates which 
he was obliged to pay drew the best men in town away from the local builders 
or forced these builders to pay the higher rates in order to keep their men. 
This caused considerable ill feeling in De Land among the building trades and 
even some resentment toward Stetson. 

The case of the Lutheran Retirement Center was similar in many respects. 
Plans were completed and turned over to a local builder to estimate and he 
proposed a lump-sum contract price of $135,000. Contributions to the building 
fund came in slowly so application was made to the FHA for a loan. 

Because of the required minimum wage rates and certain other FHA require- 
hents, the same builder refigured the job and submitted a revised proposal in 
the amount of $180,000. The owner withdrew his loan application, finally 
raised the money privately and completed the building last year at the original 
figure of $135,000. 
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The State of Florida has a similar law called the prevailing wage statute 
under which wage rates for all public buildings, including schools and other 
city and county building construction costing over $5,000, must pay a minimum 
wage established in Tallahassee. This law works the same hardship on the 
building trades in the smaller communities as thé Davis-Bacon Act, and is 
almost as unrealistic. 

I am glad to observe that the national chamber is urging the repeal of the 
Davis-Bacon Act and hope if this works out that similar action may be taken 
in Florida to repeal the prevailing wage statute. 

Sincerely, 
JAS. GAMBLE ROGERS, LOVELOCK & FRITz, 
By JAS. GAMBLE RoGeErs II. 


CARLISLE CORP., 
Carlisle, Pa., July 20, 1959, 
CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D.C. 
{Attention of Labor Relations and Legal Department). 

GENTLEMEN: We have read with interest your Washington Report, No. 38 
hence this letter. 

The U.S. Department of Labor has initiated proceedings toward the establish 
ment of a minimum wage for tires, tubes, and related products under the Walsh- 
Healey Act covering production under public contracts. Hearings were held last 
October under the auspices of the Department of Labor at which members of 
the rubber industry producing these products and representatives of organized 
labor were invited to present evidence on labor rates and the effects of the 
establishment of a minimum wage covering public contracts. These hearings 
had a prounion atmosphere as evidenced by the expression and questions of the 
Department of Labor attorneys. In the testimony of United Rubber Workers 
representatives, it was recommended that a minimum rate of $1.93 be estab 
lished. The establishment of such a minimum rate would work a definite hard- 
ship 0n many small rubber companies producing tires, tubes, and related prod- 
ucts. Many of the small companies have integrated plants producing not only 
tires and tubes but many other products made of rubber or plastic materials. 
If a high minimum wage was established under the Walsh-Healey Act, most of 
the small rubber companies would be faced with the alternative of either drop 
ping public contract business so that they could continue to compete in the 
civilian markets, or pay a high minimum wage and do nothing but public con 
tract work which is totally impractical. 

It appears that our Federal Government is preaching anti-inflation in some 
quarters and in other areas encouraging the establishment of high minimum 
wages under the Walsh-Healey Act, which will increase Government expendi 
tures and create inflation. 

The Walsh-Healey Act can be used as an instrument by the Department of 
Labor to help labor unions establish an industrywide minimum labor rate, 
something which the unions could not accomplish on a plant-by-plant, or a 
company-by-company basis. The Walsh-Healey Act was passed in the 1930s 
and, no doubt, was needed at that time. It is a law that should be stricken 
from the books because it has outlived its usefulness for the overall benefit of 
our country. When the Walsh-Healey Act was established there was no min 
mum wage law for industries. Today there is. If the minimum wages are t 
be changed, they should be changed for all industries and not just for those 
working under public contracts. 

Currently, the Department of Labor is reviewing the facts and evidence pro 
duced at the hearings conducted last fall and concluded this spring. The indus 
try is awaiting for a recommendation by the Secretary of Labor as to whether 
there will be a minimum wage established and, if so, at what figure. 

If your office can influence our national legislators to repeal the Walsh-Healey 
Act, we sincerely believe it would be a great step forward in thwarting the 
increasing costs of government. 

Very truly yours, 


GeEorGE F. Drxon, Jr. 
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RESOLUTION NO. 832——-RESOLUTION URGING PHA TO ALLOW IMMEDIATE EXECUTION 
OF MAIN CONSTRUCTION CONTRACT 


Whereas on March 31, 1958, Edward K. Sanders, the executive director of 
the Franklin Housing Authority, did write the following letter to Hon. Ross 
Bass, Member of Congress., Senator Estes Kefauver, Senator Albert Gore, and 
Senator Harry Byrd: 

Marcu 31, 1958. 
Hon Ross Bass, 
House Office Building, 
Washington, D.C. 


Dear Sir: Some time ago the Franklin Housing Authority, of which I am 
the executive director, advertised for bids for the construction of 78 low-rent 
public housing units. About the same time were sent from the regional office 
of the Public Housing Administration in Atlanta a copy of the wage rates which 
are to be paid on this job. This tabulation of the so-called prevailing wages is 
designated “Decision No. S—14,057, Law Code: PHA, Date of Decision: February 
24,1957, Expires : May 26, 1958.” 

As you know, the act under which low-rent public housing units are built 
provided (title 42, sec. 1416) that: “Not less than the wages prevailing in the 
locality, as predetermined by the Secretary of Labor pursuant to the Davis-Bacon 
Act, shall be paid to all laborers and mechanics employed in the development of 
the project involved.” 

The Davis-Bacon Act (title 40, sec. 276) states that the wages to be paid 
shall be those “* * * prevailing for the corresponding classes of laborers and 
mechanics employed on projects of a character similar to the contract work 
in the city, town, village * * * in which the work is to be performed.” 

After receiving this list of wages to be paid, I contacted some of the leading 
firms in Franklin to see if, in fact, the wages to be specified were those prevailing 
in the town in which the work is to be performed and found that they were not. 
Mr. Clair Regen of the Clair D. Regen Plumbing Co. told me that he pays his 
plumbers from $1.50 to $1.75 an hour and his helpers from $1 to $1.20 per hour. 
This applied to mechanics in plumbing, heating (hot water, steam, and warm 
air), sheet metal, and air conditioning. The wage specified by the Department 
of Labor for plumbers is $3.55 an hour and for what we call helpers from $1.78 
an hour to $2.77 an hour. Mr. Regen has done the plumbing and heating at the 
new Franklin High School. West High School, and other public schools, Battle 
Ground Academy, the county jail, the Harpeth National Bank, and the William- 
son County Bank. 

Mr. Robert Sewell of the Sewell Electric Co. state that he pays his most experi- 
enced electricians $2.75 an hour and his helpers $1.25 an hour. The Govern- 
ment wage rate calls for electricians to be paid $3.40 an hour and his helpers 
from $1.50 an hour to $2.85 an hour. Mr. Sewell has done the electrical work at 
the new Franklin High School, West High School, the new colored elementary 
school in Franklin, and in the remodeling of the old high school, Battle Ground 
Academy, and the Church of Christ. 

Mr. James Akin, a partner in S. E. Farnsworth & Co., told me that his com- 
pany pays carpenters $1.90 an hour, common laborers $1 an hour, brush painters 
$1.75 an hour, bricklayers $2.50 an hour, and roofers $1.85 an hour. The wages 
set forth in the wage scale for these occupations are, respectively, $2.85 an hour, 
$1475 an hour, $2.75 an hour, $3.625 an hour, and $2.45 an hour. S. E. Farns- 
worth & Co. has remodeled the Williamson County Courthouse, the Harpeth 
National Bank, built the new gymnasiu and dormitory at Battle Ground Aca- 
demy, the cafeteria at Bethesda School, and completely built the following 
schools: Lipscomb, Trinity, Kirkland, Pinewood, West High School, Burwood, 
and the new Franklin School. 

AS you can see the wage rates that are in reality prevailing in Franklin 
have little if any correlation with the wage rates specified by the Department 
of Labor in their administrative ruling and frankly the Government rates, at 
least in my opinion, do not conform with the wording of the Davis-Bacon Act. 
What makes this problem of more than academic interest here in this small 
community is the fact that the ruling of the Department of Labor has in effect 
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precluded any of our local companies from bidding on any Government projec 
since, from the standpoint of employer-employee relations, it is not feasible to 
pay a man One rate on the one job and another rate on another job. 

While I realize that it is too late for any corrective measures to be taken ip 
respect to the housing projects that will be begun this spring, we have bee 
approved for 16 additional units and, of course, expect to receive additional 
units in the future as the need arises. Also, I am sure, other work financed by 
the Federal Government will, from time to time, be built in Franklin. Fo 
these reasons, your thoughts and any help you can give to relieve this situation 
would be greatly appreciated. 

Yours very truly, 
Epwarp K. SANDERS. 
and 

Whereas the said Edward K. Sanders did write this letter in his private 
pacity as a citizen and member of the bar of Franklin and without the knowl 
edge and previous instruction of the Board of Commissioners of the Franklin 
Housing Authority, and 

Whereas it is the primary concern and interest of the Board of Commissioners 
of the said authority that Low-Rent Housing Projects Tenn. 35-1 and 2 bh 
built and completed at the earliest possible date : Now, therefore, be it 

Resolwed, by the board of commissioners of the said Franklin Housing 
Authority That it is their earnest and respectful request that the said local 
authority be permitted to enter upon a main construction contract immediately, 
said contract embracing the wage rate schedule designated Decision No. S—14,057, 
Law Code PHA, date of Decision February 24, 1958. 


of said authority is hereby authorized and directed to transmit six copies of 
this resolution to the Honorable John Jones Knudsen, director of development, 
Atlanta field office, PHA, with the request that the said John Jones Knudsen 
disseminate said copies as he may deem expedient. 


WILLIAMSON COUNTY CHAMBER OF COMMERCE, 
Franklin, Tenn., February 18, 1960. 
Mr. EvGENE A. KEENEY, 
Chamber of Commerce of the United States, 
Washington, D.C. 


Dear Mr. Keeney: I enjoyed talking to you on the telephone the other day 
and appreciate your letter of February 15. 

So that you can better appreciate the administrative redtape we got involved 
in during our Davis-Bacon Act controversy, I am enclosing copies of all the 
pertinent material in the files of the Franklin Housing Authority. You will 
notice that the Department of Labor behaves like a dog chasing his tail. They, 
in effect, say that since such and such were the prevailing wages in the last 
Federal construction done in Franklin the same must be the prevailing wage 
for the next Federal construction totally disregarding private construction and 
work done for the city, county, and school boards. 

Our contract for our two housing projects involved $780,000. Our contractor 
told us that better than one-half of this amount represented labor cost. From 
my investigation, our wages here in Franklin are actually approximately two 
thirds that certified by the Department of Labor, so you can see we are talking 
about what could have been a savings to the taxpayers of well over $100,000. 

Yours very truly, 
Epwarp K. SANpErS, Secretary-M anager. 


KEHE CONSTRUCTION Co. 
Waverly, Iowa, February 22, 1960. 
CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D.C. 


GENTLEMEN: As outlined in the February 5 issue of “Washington Report,” 
the Davis-Bacon Act has increased the costs of Federal construction in all areas 
and, in particular, in rural areas. Bremer County, Iowa, is such an area. 

As proof of this there is enclosed a copy of wage determination S. 23200 for 
work at the Waverly Air Force Station and a list of rates for like skills in private 
work. The original determination set $2 per hour for laborers. We were able 
to get this item changed by the submission of preponderant evidence showing 
that the above rate was excessive. Later determinations for this same location 
have been similar. 
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oject} The wages as determined are the rates that the building trades in Waterloo, 
le tof Black Hawk County, Iowa, would like established. These unions have con- 

stantly tried to include Bremer County within their jurisdiction. This we in 
an jp} the local construction industry have just as constantly resisted for the principal 
been f reason that the existing locals cannot and will not effectively service our pro- 
ional § jects. 
dd by ' In addition to the extra costs added by these inflated wage rates, there are the 
For} added expenses, for the contractor, of maintaining and submitting the required 
iti | reports and, for the Government, the job of policing all covered jobs. 
I have been associated with jobs covered by Davis-Bacon since 1933. In no 
instance can I recall where the law has done anything except increase the costs 
rs. fof construction and provide many additional administrative and clerical jobs. 
We now note this same effect in connection with the present interstate highway 
e c.f program. 
owl f It is the firm conviction of the construction industry in Iowa that the Davis- 
rklin | Bacon Act should be repealed and let competition set the wage rates for all 
projects. The law of supply and demand will safeguard the wages of all workers. 
mers | By letting wages follow the trends in the economic cycle the Government can be 
2 bef assured of obtaining the maximum value for its construction expenditures. 
While on the subject of labor and unions, I recommend the reading of the 
ising | book “Power Unlimited,” by Petro. I believe his solution to the present union 
local | monopoly is sound and simple to accomplish. I would suggest that this subject 
'tely, | be given serious consideration and actively pursued by the national chamber. 
057, Very truly yours, 
L. W. KEHE. 
98 Ol} ConsrrucTION or ACW Famrty Hovstne Unirs Inctuptnc Roaps, Uriiries, 
nent, AND GRADING, WAVERLY AF'S, WAveRLy, Iowa 
dsen Per hour 
SN OU a aes ee ee ee een ae $3. 50 
Asbestos workers, improvers : 
{ 1st year 55 percent. 
50. 2d year 65 percent. 
3d year 75 percent. 
4th year 85 percent. 
EN ia olaartenh Wael! debated dl: helen edetthegl ilies of |. Ri ell Gee Seats. mrad nn. 3. 45 
day | Boilermaker helpers____--------------------- eepeipapaeieg se hea eee: ee 
Bricklayers : 
rived ong bes OSS Ae RR aR AL I LS ba cy aia eee seek he na ed Pi re er th 3. 60 
the SOLOING RIN cs 9 to ren reer genre aeenene lie eat ks fee Ee nce 3. 60 
ne URNA ier Dene om ere in iM Ee ene Ser ie spl a 2 tt 2. 98 
SS CEN t ~ TROND seer eee i a eb othe wate a seers 2. 85 
Se TI CURRG ersr bom nt rg Sor on SSCS SS See ene eee es tigen 3.10 
Se SEEPS Stree ooo es sets opt essa aes we a. | ae 
and | Ironworkers: 
i ated ae epee ie ARS SULT glee ie EMP fe PMR Al tg Alig 5 8 SS Ae 8. 32 
ictor PRGMNONOES mo een ts see Metre or ts Sates oo ie Les a NMDA ERIE 3. 32 
‘rom PMIWMenies st cern ecu sess crcl tee eben ene Soe. 3. 32 
two | Laborers (building) : 
king Air tool operators____---___- BESS ASAE Se er ee seas 1. 65 
0. TMCS rer tees saetasae tooo em ee TIN I Te ee 1. 55 
ees ed LEE RUAEL SM EEE BS Bae ER ea ote ees kel ke a 1. 65 
oY, MorterMinert.s: snc crnacidendcssccs eRe Ba 52 pid band 1. 65 
0G GQRNNR aco cece reboots ee 1. 7% 
*0 BTACOG 225 ses este os oc cccscecc csc 1. 75 
t DCO iiihier a saseccc I BS RAP RAL Ml! hts Os Le 1, 75 
ClonehMet cress secceges ce a oe ee ene 1. 75 
Foundation placers__-__- cecascctessasescsesussescaceceeeseee en ee 1. 75 
en Uberers (heavy) o22i55ceccsc5- seco sss es... 1, 25 
RN WNT 69 gee acer er tre tee rete I, SG 2. 92 
ee TE a er ee eT ny ot RT Ree 8. 75 
) for | Painters: 
vate NN ha ee a ee ee ee, 2.40 
able meructerel BieOb sii) ooo et bbe alone ade 2. 75 
wing Swing stage (above 24 feet) ______- Lied su 25 
tion PNG en 5 at le esl iiatndis ae aa 2. 35 
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CONSTRUCTION OF ACW FamiILy Hovusine Units INCLUDING Roaps, UTILitay 











AND GRADING, WAVERLY AFS, WAvERLY, IlowA—Continued 
Per how 
te Ba aol tS at i ep ADR Be Sle ERAN ae” $3. 3 
Plumbers : 
i ae a A a ites acacia Se nd peat = ca peioga ote es tau es conte aor ader ae 3. 15 
Ea eee Se a ne Ee EE ROR EPS Ns Leni pd 3.35 
I ees 5b opigtoeumeninern ey 2. 45 
| ee RE, a EE te ER IRE pa ks tails 2. % 
an ear Rcecaian taincscseddhedieeetnbasie-odieani A at, ap tn ole 3.45 
Truck drivers (building 
8, Ba ao PSE er COP iis SU aaa See ea a 2.2 
a nae ieee catenins scenic sae: saps enlibet saaetnahas ane aheeaeeercate 2.2 
an a ns seep sapeguataananenapahinimineenue 1.9 
Weiders receive rate prescribed for craft performing operation to which 
welding is incidental. 
Building construction : 

Power equipment operators: 
a nites sian eoee main aeriedees en aie 3.15 
a tai eli eRe al ale paces el 3.15 
eagle cairns ce a EE Yt Dao tc ee 3. 15 
1s fii ale AT OO ES OL STORE I bis RE MO lod ee NEE! 3.55 
(Rt dese OR Rr ae EE a DS AL BP PE Sl te 3.15 
ae teat Rate post dither ey I lap ert Sk gl Senn ce eies > PCa 3.15 
i ee cnn tap mene oroaemenmaas 3.15 
al Sa Gea Se RE Ss eee ye 3.15 
EE ae a re ee eR ES ee PO ee ee 3.15 
Ril ET ae ey eee ens ee ae PT 3. 15 
EE Ee ae ee ee eerste ae oe eke eee ee 3. 15 
I a a nin inn Speen 3.15 
I scans anaemia 3.15 
CR SS ren ait ene ee ee Se Rep eet ey eRe Cee ee 3.15 
ETAT OT OTTO Rees See SE INT, ee 3.15 
NT AL RT AIL 3.15 
ee ER I LOS te AO SOIL 3. 15 
Scrapers (all types including Tournapulls) -_--------------_-- 3. 5 
SS ee ee eee pee eee See 3.15 
ES OSS. ES eee ean eee een ee 3.5 
Plant air compressors (consisting of 3 or more contractors 

I 2. 8ii 
Firemen on pile drivers, cranes, ete_........--_-...------__.. 2. 8 
Self-propelled rollers (asphalt or brick) ~--------------------- 2. 87 
nr On UO ee _ diceinrapusech d iabipaceltioeanecteesatil 2. 81 
I esha occ mrmueraes ataaioe 2. 87) 
I SI tat a tess Comieocgsc eee cael 2. 8h 
Air and electric tuggers (as small hoists) _-----_-_--___-------- 2. 87 
2 a a A RAL AAS ae ete See EMa epee 2. 87) 
UU RIS RIDE MAID NIN i presniese nin oe semepniepniation 2. 87 
_ 77 SS REAR TR a a EI ee 2, 6 
| AR TE SN OE Al NII IR Aes Seay ateleoet 2. 61 
UN RI I cass ik Seances aida eek saab mam manag rns 2. 61 
Portable concrete mixers (less than 1 yard with skip) -~--------- 2. ii 
Oo op oe eae ret 2. 6 
ei RD le LEIS TE RE LE ATCT, CRE ET 2. 6 
BOE ES EE EE re eee. N62 BA ES Ee ETS 2. 6 
Pumps (3 inches or over, vacuum, single units) -------_--__-- 2. 6 
Abr Gompressers (bee fest)... 8 ccmcdnn 2. OF 
| a a Ara apelin RN IE OR OI 2. 61 
AEC ea RE TT Sn mn RIT Sate SARA e eet 2.4 


NR i eh a otras acne 2.40 
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ITuyp CONSTRUCTION OF ACW Famity Hovustne Units INcLupING Roaps, UTILITIES, 
AND GRADING, WAVERLY AFS, WAVERLY, lowA—Continued 
r how 
8. 95) Heavy construction : 

' Power equipment operators : Per hour 
8 th Apprentice engineer or oiler___--_---------_-------_--_--___- $2. 10 
3 15 Asphalt : 

2 45 a RA canal ieeaticias cacpedp ir nnn etn aie deer ep eRe EE Dial 9 2 2. 75 
2. EIS TE cece eee reer UE nennne naan tire tind 2. 75 
2.45 ae eR OPO nn enn aweneranaenmationies 2. 65 
Roller operator, high type surfacing______________--__--____ 2.50 
2% Spreader operator, back end__-------_---_-_-_--___--_~.- 2. 50 
2 Backhoe operator : 
1.3) Oe Ee Se OF NOE on cence can wee eens 2. 70 
ONE Se CRN FOU oo eco ae aap eeeeeenae 2. 85 
SO AS CO To. onc nensnnseienn xeernnrreaemmetetmea=er tal 2. 30 
Blade grader operator: 
Power: 
3.15 i i 7 ape eile Pec he I, ee a Al APT SUS 2. 70 
3.15 Ch I OE isa a ceccrte ang aicehesGne Megnrraeiiea mn 2. 50 
3.15 LIER DE EAE a a ry oe eC EEO ee Oe 2. 30 
8 1 Boiler operator: 
8 15 eae tebe tite tp Leto AT pce sts aot ser tet 2 «en oe 2.10 
2 th 2or1 boiler Ln aN TT 2. 40 
315 Boom and winch truck operator setting steel_____._____________ 2. 20 
8.15 DGTGGRET Ori huis os nh i ete ene oaee 2.5 
3 15 ORR TTT a oi iki ite eee eee adem a eisai 2. 30 
2 1 Clamshell operator : 
3 5 % cuble yard or Under... n-ne eee te ye 
315 ks ae Re aR ees aS a SRE Ty TES 2. 85 
2 th Combination hyster crane and dozer operator: 
3 1 Sh CUDIC VRTG ON) IR iso si tte hai nies en nes SE 2. 65 
3 15 OO Re 8 CS rea a ee eee 2. 80 
3 15 Pe a ELLE LL LLL LEE I 2. 30 
3 5 Concrete mechanical batching plant operator______.__-____-----_ 2. 65 
3 f5 Concrete mixer operator, side loader____-___-__---------------- 2. 30 
PY 74 Comercte Miser; POWST Ss 2 nin ch ok epee Genin 2. 85 
3.15 Sh, CMe VOTE OF WRGCl onan endo cccentr en suemnnanemmenetn ply 

. ER, ARES EO ea a ae aS ee eS EY eI ae 2. 85 
2 8h: TIE SE ag ns ea aaa eee ee nee aee 2. 85 
2 8h Elevating grader and Athey loader operator___.__-.--------_--- 2.50 
2. 8 BG TR IGP COE ng ric hse meme eee eariviniceannamnniniice 2. 80 
2. 8 Finishing machine operator on concrete___..----------------- 2. 30 
9 81h SE 2 a eR aE PSE OP et RR ATT LS SPO 2. 30 
2 8 Cy OV oe egal lla et eet aca sr lala let 0 2. 30 
2 gf WOT GEAESY OROTO DRE 8 science ews ret —riperpranns sonatys 
2 gf Front end loader operator__—_~-~---~------------------------ 

2 8h Front end loader operator loading broken concrete, brick or rock 

9 61) 7rOUn.. eGninment STAMEr.... 0 <<< ane semementeeerebenienen= 

2 615 Hoisting engine, steel erection____--.----------------------~- 2. 60 
2 6; SRE, COI ioc tcp eernnt ln cinvonnteg beanie 2. 50 
2 615 Mechapies)  brO0ns  DBSTRIOE 6 e renntnemerermnre reste nra 2. 35 
2. 61; Mechanics and welders Salih ~---------~---------------------- 2. 55 
9. 6 Motor crane combination driver and oiler___..-------------~- 2. 20 
2. 613 Motor patrol operator : ~ 

2. 6 EE ASE A a ON 2. 70 
2. Co 8 pple yaa ae in aie: te be le es, te gah ee Tk Pairs 208 2. 50 
2 6 Paving breaker operator (drop or pneumatic) —~--------------- 2. 45 
2. 4 Pe a ile a eee ted ae ater ep ete hate eh 2. 80 

2.4) Power shovel operator: 

I Be ail A li ae in Bs Romanos ec 2. 70 
Oh 8g : Meee eae Late BR feted bee 5 eee 2. 85 
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ConstRucTION oF ACW Famity Hovusine Units Inctupine Roaps, Urinm) 3° 
AND GRADING, WAVERLY AF'S, WAVERLY, Iowa—Continued bowen 
plant: 
Heavy construction—Continued Gove 
Power equipment operators—Continued "Perla “If 
Pump operator, other than dredge.........-...-.nenesenenannn< $2. 308 that | 
Roller operator, other than high type asphalt (self-propelled)_~ 2.38 vario' 
Un IN fo ee ne ea eeneae ae aeee tone 2.88 he us 
ee TE = oo aa aco a make oleae ite ee Nae Mate 2.58 compe 
Screening and washing plant operator_______---_--------~-_---- 2.38 metal 
eg Sa el a re se ede Re ae Sa eee rae 2.38 been 
en IOI ROU no ocr criniin ge asic ignite “A. preceseneecins png sia 2.38 most 
Spreader box operator, self-propelled___---_--_----.-----__--- 2. 4 Thi 
aerate marine Qnerator = «<6 cdsnces sens notenacememens 2.358 be th: 
Tank car heater (combination boiler and booster) ~..-----~~- 2.38 one: | 
Tournapull operator : fabric 
DW 10 and all similar equipment: 
Under 10 cubie yards struck capacity__-_-___--------~-- 2. 45 Mr 
Over 10 cubic yards struck capacity_________-_---___- 2. 5 tingu 
Tractor operator: lieve 
50 horsepower or less, without paver attachment____---__- 1. itt 
Over 50 horsepower (Fordson and similar type) ------------ 2.5 Mi € 
Rubber tired—pulling sheeps-foot roller DW 10, include up happ 
Db =F WIC MORO nn ncn ok hen ineenwsmnnenwce 2.6 
Vibrating machine operator, not hand___-------------------~-- 2.98 STAT 
PT ee nD CN a oi ek Sec a nc qauennee encore een 2. 30 
Wage rates in the Waverly, Iowa, area M 
Mr 
Sen entre ret Geant eet Cite Stee tae oe eee eee Ln AS CF Eee Oe Cea 2.25 to $258 the ex 
a eee oe a Ra wrapper TAIN LU Odea nk ~ $2.50 to $27 fine 
NITE MOOTED EDD Spd MBG WS RE AE SRSA SES REE He B68 Me he BP SEVALY) «© 4. Pail j ’ 
Bioericiien e253 eee cee SN ee $2.25 to $2, Thon 
See ee eee eee ee ee eee ee Lee Che mS eB $2.25 to cog de 
NN a ene iiee —. cisccsstninipniggsineieladh ulidicijing seg Geeainseloraene $1.25 to SLOP Asoo, 
(ON i tar nee neta on ner eae Sree teas AERO ETS) GSA ELS EE LEE BSAA. eg 2 $2.00 to $2.25 Mr 
seks an deter bob Sua aie tnetert wey ana 8 Ee ile ne ae Eo ER PAM CEES EAM we BEE 7 EI $2.2 : 
EIT Torrence cee ape i be ER Eee EN $2.00 to $2.2 and } 
a She en Lee Se hp ae sapere Ak oto} cee eee lat SO AA LLL ESD $1.25 to $LMp also f 
Peary Geinment Onerabers osc bocce nese oe Sneek el $2.00 to $29— Boy 
the p 
the fo 
{From Bureau of National Affairs, Daily Labor Report, No. 11: A-13. DLR 1-18-@l) I t] 
Merat Fornrrure Heartne ResuMEs FoR WALSH-HeALEY Derermrnation | Work 
The Labor Department’s hearing to determine the prevailing minimum wag } Mr 
in the manufacture of metal business furniture and storage equipment resumé tonor 
for a day and terminates, with industry and Department spokesmen disagreeit they 
with each other’s analysis of data. legis). 
Industry spokesmen say the wage survey conducted for the hearing by the Mr 
Bureau of Labor Statistics does not adequately reflect the wages paid by a nul we we 
ber of small manufacturers who may obtain Government supply contracts aml ¢ 
would be subject to the terms of the Walsh-Healey Act, which now requires! have 
minimum rate of $1.10 an hour in this industry for work on contracts of $10, him 1 
or more. repres 
A BLS labor economist, Norman J. Samuels, declares the BLS method of arti Mr 
ing at its data is the most reliable. He criticizes the use of value-of-shipmeltf , -~": 
totals by Rudolf Modley, economic consultant for the Office Equipment Manrg "ng 
facturers Institute, as a method of arriving at the number of establishments 
Samuels says there is no direct correlation between the two. STAT] 
Paul J. Day, a spokesman for Jebco, Inc., of Joseboro, Ga., criticizes th 
Department’s definition of the industry as being entirely too broad when it it: 
cludes such items as metal boxes, metal chests, and metal cases. He names? 
number of types of metal boxes and asks if all are included. Mr. 
He notes that tool boxes are listed specifically and says they are associate} Name 
with the tool industry and there is neither rhyme nor reason to their being place 4 firm 
in the furniture and storage equipment industry. 
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Boxes and cases often are made by small manufacturers with only a few 
workers of relatively lesser skills and wage rates than workers in the furniture 
plants, he says, and many such employers would be unable to compete for 
Government contracts if the minimum were increased. He adds: 

“If this type of manufacturer did cease bidding on these items, I assure you 
that there would be a number of unhappy and puzzled procurement officers in 
yarious Government agencies wondering why prices were going so high on items 
he used to buy for much less. It is the small metal fabricator who submits the 
competitive and successful bids on the easily made items, such as metal boxes, 
metal chests, and metal cases. Up to this time, these metal fabricators have not 
been hurt by conceivably coming under this industry classification because, in 
most instances, they are paying the $1.10 per hour minimum.” 

This rate is proper for the small producers, he said, adding that there should 
be three separate industry classifications under the law in place of the present 
one: metal business furniture, industrial storage equipment, and general metal 
fabrication. 

Mr. Roosrverr. We now have the pleasure of welcoming our dis- 
tinguished colleague, Congressman John Dowdy, of Texas, who I be- 
lieve has some constituents that he would like to present to the com- 
mittee this morning. We welcome you, Congressman, and we’re very 
happy to have you with us. 


STATEMENT OF HON. JOHN DOWDY, A REPRESENTATIVE IN CON- 
GRESS FROM THE STATE OF TEXAS 


Mr. Dowpy. Mr. Chairman, it is a privilege to me to introduce to 
the committee two of my fine constituents. All of my constituents are 
fine, but I consider these two of my good friends. They are Mr. 
Thomas Carter, from Camden, Tex., and Mr. T. G. Tilford, of Na- 
cogdoches, Tex. They represent the Texas Lumber Manufacturers 
Association. 

Mr. Carter is presently the chairman of the executive committee 
ad Mr. Tilford formerly was chairman of the executive committee, 
also former president. 

Both of these gentlemen are formers presidents, and one of them is 
the present chairman of the executive committee, and the other is 
the former chairman. 

I think that follows along after being president, they put them to 
work by making them chairman of the executive committee, 

Mr. Carter and Mr. Tilford, it is my pleasure to present you to this 
honorable subcommittee and I know that they are sincere in what 
they are about to tell you, in their beliefs in what the effect of this 
legislation on their industry will be. 

Mr. Roosrvert. Thank you very much, Mr. Congressman, and may 
we welcome you gentlemen and say that we are particularly happy to 
have Congressman Dowdy here to introduce you. We have known 
him now for some time, and believe me, you couldn’t have a finer 
representative. 

Mr. Carrer. Mr. Dowdy, we want to thank you very much for 
being here with us. 


STATEMENT OF THOMAS L. CARTER IN BEHALF OF TEXAS LUMBER 
MANUFACTURERS ASSOCIATION 


Mr. Carrer. Mr. Chairman and members of the committee, my 
name is Thomas L. Carter, I am a partner of W. T. Carter & Bro., 
afirm in the business of lumber manufacturing at Camden, Tex. I 
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appear here today on behalf of Texas Lumber Manufacturers Asso- 
ciation, an organization of 16 individuals and concerns engaged in 
the manufacture and sale of lumber and four concerns engaged in the 
production of paper. This association virtually represents the scores 
of lumber producers in the timber and pulpwood producing regions 
of east Texas. 

Unlike other industries which, for one reason or another, are not 
affected by the proposed amendments to the Fair Labor Standards 
Act, my industry is in the economic area which will be directly and 
drastically affected by the proposed increase in minimum wage and 
expanded coverage provisions of the wage and hour law. At the out 
set, I urge upon this committee its consideration of a few basic back- 
ground factors, 

I am not an economist, or an expert in sociological or governmental 
problems. Perhaps it is too late to argue with the justification for 
the existence of a minimum wage law, but it is not too late for Con- 
gress to pause and take stock of the effect of the present law duri 
the 22 years of its existence, before acceding readily to the demaall 
of the champions of the proposed amendments. Admittedly, the wage 
and hour law was enacted in the 1930's as an intended inflationary 
measure to combat the then existing deflationary era of depression 
and widespread unemployment. The last amendments of 1956 in 
creased the then existing minimum wage by one-third to $1 an hour, 
and it is now proposed to further increase that minimum by one 
fourth to $1.25 an hour. Do the circumstances warrant the proposed 
increase of 6624 percent in 4 years? Would such an amendment 
sult ultimately in a benefit to our economy and to the greater number 
of people? We say not. 

The precise effect of the last minimum wage increase in 1956 is re 
vealed in the report of the Secretary of Labor. Prior to the impos 
tion of the $1 minimum, there were 29,102 sawmills in the South. 
Today there are only 25,099 southern sawmills. The Secretary’s re 
port states on page 8 of part 2 as follows: 

* * * much of the decline in employment in the 12 industry segments whid 
occurred during the period can be attributed to the $1 minimum wage. How 
ever, there were other economic influences on a number of the industries it 
question which were in part responsible for changes in levels of employment 
Some of these may be considered as reflecting, at least in part, long-term effects 
of successive increases in wages required by the Fair Labor Standards Act. 

Now consider the effect of a further increase in the minimum w 
at this time. Official figures dealing with the sawmill industry 
the South include the statistics on the lumber industry in Texas, and 
are, therefore, pertinent. When the minimum wage was raised from 
75 cents to $1, 75 percent of the sawmill workers in the South ané 
Southwest earned less than $1 an hour. In June of last year, 8 
percent of the sawmill workers in this region earned under $1.2 
which is one proposed new minimum wage. Patently, such a legisla 
tive increase now would have a drastic effect on the lumber mant 
facturing industry in Texas. It should be noted that the employment! 
total in southern and southwestern sawmills between October and De 
cember 1955 was 141,775. This total dropped 16 percent between that 
time and April 1957 when the level of employment in this regio 
reached 119,690 workers. While it may be impossible to determin 
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with accuracy the exact impact of this 1956 increase upon employment 
in our industry, the Department of Labor recognizes unmistakably 
that the impact is marked. In transmitting his report of January 
$1, 1959, the Secretary of Labor stated : 

Nonetheless, the surveys bring evidence of disemployment apparently related 
to the increase in the $1 minimum, despite the fact that the economy was ris- 
ing at that time and there were increases in the general level of prices which 
facilitated adjustment to the $1 minimum. Employment tended to decline in 
the low wage industries, and in most cases more markedly in those segments 
of the low-wage industries where wage rates had been increased most. Ac- 
cording to monthly data published by the Bureau of Labor Statistics, 16 out 
of 22 low-wage industries showed a noticeable drop in employment * * *. 
These employment developments were, of course, influenced by many factors 
in the whole economic situation. They are much more marked, however, than 
would be expected in the especially favorable economic circumstances of the 
time. 

There could be no clearer expression than those words of the Secre- 
tary that the increase in the minimum wage caused substantial dis- 
employment. 

Let me now briefly relate these experiences to my own region. 
Roughly 60 percent of the cost of manufacturing pine lumber in my 
area is represented by direct labor costs. Increase this factor 25 per- 
cent and even a marginal operation becomes questionable. Lumber 
manufacturing in the South and Southwest is a high-cost business 
as compared with lumbering in the West. Our labor costs per 1,000 
board feet of lumber are substantially higher than those of our 
competitors in the West. Reasons for this are the vast difference in 
the character of the stands of timber wherein the volume yield per 
acre in the South and in Texas is low compared to that in the West 
where the average tree yields 10 times or more the average board feet 
of lumber as does the average tree harvested in Texas. Take as a 
prime example the fact that one of the principal sources of pur- 
chased timber in Texas is the four U.S. commercial forests from 
which the average volume per tree cut and removed is seldom in ex- 
cess of 100 board feet, with the yield per acre being seldom in excess 
of 1,000 board feet. We therefore, can employ comparatively little 
mechanization such as is known in other segments of this industry 
and must depend greatly upon manual labor, with individual atten- 
tion to individual tracts. 

We have worked hard and long in the timber industry in the South 
to reestablish timber stands on acreage which have in the years past 
for economic reasons been clear cut, and to manage the timber stands 
in such a fashion that a reasonable harvest cycle may be maintained. 
However, as the cost of logging and producing is increased, one of 
the few methods of reducing cost of production is to remove a greater 
Volume from the timber stands per acre which will tend to force a 
return to the admittedly bad practice of clear cutting. 

Because of its characteristics in my area, the lumber industry pro- 
vides employment to thousands of people and support for their mul- 
tiple thousands of dependents. It furnishes the economic lifeblood 
for hundreds of rural communities where they like to live. Their 
cost of living is relatively low and, while their income does not af- 
ford all the luxuries that might be desired, they live well and hap- 
pily where they wish. Reduce the number of jobs (and I tell you 
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that the proposed increase would reduce the number of jobs) anj 
many of these people will be deprived of a livelihood in the lumbe 
industry, and probably will be forced unhappily to move to the cit 
and seek employment in a strange place, although be it in a highe 
paid industry. They will have to learn “to enjoy,” against thej 
will, the crowded and much more costly mode of living in the urba 
areas, 
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I think that I can safely tell you that the proposed increase in the hipos 


minimum wage to $1.25 an hour will inevitably result in an increag eons 
in the manufacturing cost of pine lumber which cannot be passe} Rass 
to the consumer by the producer. Wholesale prices of our products 
in 1958 had risen only about 13 percent above the 1947-49 bag 
period, while the cost to produce the products increased 29 percent, 
All wholesale lumber prices have advanced 18 percent, 5 points mor 
than wholesale prices in the South and Southwest. Wholesak 
prices of all commodities, except farm and food products, have in- 
creased 26 percent, with metal products up 50 percent. Obviously, 
the lumber industry in the Southwest has not been able to absorb 
or pass on to the consumer the effects of the minimum wage. One} yy) 
reason is that our industry is essentially small scale, composed off vith 
small businessmen. The extent of mechanization is restricted }s» ¢}, 
The demand for our products fluctuates widely. The lumber indus. 
try is highly competitive and the average lumber manufacturer can 
exercise little control in passing on increased costs of manufacturing Joa 
through immediate price increases. We are in essentially a leg perso 
productive industry than others where a few concerns dominate the find ¢] 
market and can readily adjust price to cost. We are faced with in- 
creasingly heavy competition from manufacturers of steel, concrete, 
aluminum, fiberboard, and plastic building materials. 

I believe that the structure of minimum wages must take into 
account varying area situations, else more disruptive results will 
come about. What I have said in comparing our experiences in 
Texas with those of our competitors in the Northwest is not aimed } indy: 
at their detriment, but does demonstrate the fallacy of a sweeping ] the « 
congressional act in this field. The only solution available to the} yw, 
lumber manufacturers in my area, if faced with a 25-percent increase | officic 
in their basic labor costs—and if indeed they are to stay in business— ] also ] 
would be to (a) increase their prices, which we have demonstrated | for » 
to be impossible, or (6) reduce the only cost item reasonably within } jopa 
their control by reducing the unit item reasonably within their con- | ators 
trol by reducing the unit man-hours which are needed, particularly | Ww, 
those now being compensated at premium overtime rates of pay. M 

This second alternative will surely, in many instances, radars the | If 
hours worked per week to no more than 40, eliminate overtime pay, }knoy 
and result in a layoff of as many employees as possible. It will } ye 4 
induce resort by mill operators to capital investments in labor- } pret 
saving devices, which will further tend to reduce the number of | \ 
employees. In this connection, I can honestly tell you that many } 19-1 
operators in my area, more mindful of the well-being of their em- | \ 
»loyees than they are given credit for, have willfully held back on | Y 
installing laborsaving devices because they knew that the result |ILR 
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ould be a substantial reduction in employment among the people 
ntheir area. 

It does not follow that increasing the minimum wage necessarily 
mproves the purchasing power of the wage earner. The inflationary 
process Operates and we believe that the Department of Labor’s own 
igures demonstrate that there has not yet been a sufficient adjustment 
in our economy to the 1956 minimum wage increase. For instance, 
suppose the minimum wage were increased to $2, $4, or $8. The dis- 
ustrous results would be apparent to anyone. 

I need not elaborate to tell you that the proposed elimination of the 
j2-man exemption now existing in the forestry industry would almost 
without exception eliminate the small contractor and his employees 
from business in Texas. 

I stated at the outset that I am not an expert in sociological or goy- 
emmental problems. But I am told that one objective of all social 
‘Piegislation is to maintain widespread employment as well as to in- 
crease personal income. If the minimum wage rises to the point that 
wemployment results, no progress has been made. 

Lumber manufacturers in Texas are simply not in a position to 
withstand the impact of the proposed amendments. It is easy enough 
for the proponents of those amendments to say that we in our area 
must pay a higher minimum wage because other industries in other 
areas are economically healthy with predominating hourly wage rates 
Ting falready in excess of the proposed minimum. It is easy for these same 
less persons to say to Congress that the minimum wage should be raised 
and the coverage of the act expanded and that those affected, such as 
us, will find a way to pull ourselves up by our bootstraps and remain 
inbusiness, maintaining full employment in our neighborhoods—that 
our ery to Congress is the cry of “Wolf!” The unions themselves who 
are backing these amendments recognize the justification for different 
rites of pay in different industries and geographical areas out of 
consideration for corresponding different levels in the cost of living, 
med industry cost factors, profits and ability to pass production costs to 
Ing | the consumer. . 

the} We believe that we are reasonably expert in operating our industry 
Case | eficiently, and with due regard for the welfare of our employees. We 
SS~ falso believe, and so believing tell you, the Congress, that our industry 
uted } for one, and those dependent upon it for a livelihood, will be gravely 
hin jeopardized by the passage of the amendments proposed by the Sen- 
“On J ators from the East. 
uly | We strongly raise our voices in opposition. 

Mr. Rooseverr. Thank you very much, Mr. Carter. 

the | If we do not have very many questions, it is because we have, as you 
a, Tknow, heard rather extensive testimony from the lumber industry and 
will } ve are happy to have your viewpoint. It does, of course, coincide 
20F | pretty much with your colleagues in the lumber industry. 
of | Mr. Carrer. T do have an exhibit to this statement relative to the 
any | 12-man exemption which I would like to enter into the record. 
em- | Mr. Rooseverr. It will be accepted and included in the record. 
On | Mr. Carrer. It is directed to this committee and the subject being 
sult }HR. 4488. This is a petition which has been signed by over 80 
operators in Texas. 

Mr. Roosevett. It will be received. 
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(The document referred to follows:) 


SUPPLEMENT TO THE STATEMENT OF THOMAS L. CARTER, TEXAS LUMBER 
MANUFACTURERS ASSOCIATION 


The Texas Lumber Manufacturers Association, joined with the independey 
logging and pulpwood contractors and dealers of Texas named herein, strongly 
urge that the present 12-man exemption for independent logging and pulpwoo 
contractors and dealers under the Fair Labor Standards Act neither be amendel 
nor eliminated, but be maintained at least in its present form. 

There has been testimony presented before this subcommittee in this hearin 
however it should be reemphasized that grievous harm would be done the inde 
pendent logging and pulpwood contractor and dealer to the extent that many 
would have to cease operations if the “12-man exemption” is reduced @ 
eliminated. 

A petition directed to this House Subcommittee on Labor Standards regarding 
proposed changes in the Fair Labor Standards Act. 

(Photostatic copies of the original petition are in the subcommittee files. ) 


STATEMENT OF T. GILLETTE TILFORD, NACOGDOCHES, TEX, 
REPRESENTING THE TEXAS LUMBER MANUFACTURER 
ASSOCIATION 


Mr. Tirrorp. I was interested in Mr. Pucinski’s statement to the 
previous witness with regard to Chicago inheriting some of our wu: 
employed labor and I hope he will be interested in what I have to 
say in that regard. 

Mr. Pucrnsxt. I did not say your unemployed labor, I said that 
your unemployed labor 

Mr. Trtrorp. Either way you wish to express it, it still is an influx 

Sir, I want to give you a specific example of some of the generalities 
that have been put into this testimony. Iam a small sawmill operator, 
and by small I mean small. I cut about 50,000 feet of lumber a day, 
and buy my timber on the open market and I have no field land from 
which to cut it. 

During the forties, there were 12 sawmills operating in our county. 
At the present time our mill is the only one left. The other 11 have 
gone by the wayside. Now, it is not due entirely to the statutory 
minimum wage, but that was a contributing factor. In my own om 
to give you this example, my last fiscal year we had gross sales 0 
$950,000 in round figures. From that, we paid taxable income of 
$7,300, and not $73,000, but $7,300. 

Our profit was 0.77 percent. In that year we paid $255,000 in wages 
If we were confronted with a 25-percent increase in the minimum, 
our wages on the same number of man-hours would be $820,000, which 
would be an increase of $65,000, and reduce our small $7,300 profit 
to a $60,000 loss. Obviously it is one which we could not do. 

Now we are doing this, we are running our sawmill department 59 
hours a week. We are paying the crew 40 hours regular time, and 1b 
hours overtime. They are not all making the minimum, and some 
of them are making over the minimum, but based on the minimum 
itself; the minimum worker is making $62.50 a week Now, if we are 
confronted with this increase, naturally we cannot stand the over 
time. We propose, and we already have our plans made, to reduce 
our operating time to 40 hours a week which will reduce the income 
of that man from $62.50 a week to $50.a week. It will give him4 
25-percent wage cut, instead of a wage increase. 
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Now we do not know whether a reduction in our running time 
from 55 hours to 40 hours will permit us to produce enough to pay 
our fixed overhead, taxes and insurance. We hope it will. We are 
going to try it. 

Sir, in this same connection, we have planned and we are not doing 
it until this law is passed, but between the passage of an increased 
wage and the effective date of the increased wage, we plan to spend 
about $29,000 in some laborsaving equipment. Which will provide 
wmemployment for 12 men, which is $125 a day off our payroll, or 
900 working days a year, which would be $25,000 in 1 year’s time. 

Now those 12 men may end up in Chicago, Mr. Pucinski, or some 
place there. 

Mr. Puctnskt. You are going to put the equipment in whether this 
law goes in or not ? 

Mr. Trtrorp. We have delayed it for 5 years. We feel sure that you 
are going to pass the law, and it is ready to be passed. 

Mr. Pucrnsxr. Will you give me some assurance if we do not pass 
the law you won’t put that equipment in ? 

Mr. Titrorp. No, sir; I would not do that. But I will give you this 
assurance, that if the law is not passed we will find employment for 
those men we lay off, because we have been working them for 15 or 20 
years, and we know them all. 

Now, sir, in our planning department—incidentally this 55-hour 
workweek under which we are operating is by the will of the crew. 
We do not have a union, but we gave our crew the opportunity of 
working 40 hours, 45 hours, or 50 hours or 55 hours or 60 hours, let 
them vote on it, which week they wanted and they chose the 55 hours. 
In our planning department we are operating 60 hours a week. Now 
we are operating about 10 staggered employees in that department, so 
that the individual wage is based on 50 hours while the running time 
of the plant is 60 hours. If we put that running time down to 40 
hours a week, then those 10 floaters that are on our crew will be off, and 
there will be 10 more men coming to the east or going somewhere. We 
have no choice in the matter. We naturally want to stay alive if we 
can, but we are going to have to cut every corner and do everything we 
possibly can do, and under our present setup the average earnings of 
our employees who are on a minimum wage are $1.14 an hour, includ- 
ing averaging the overtime with their regular time. 

If this law is passed, their earnings will be $1.25 an hour, but the 
weekly earnings will be reduced so much that their take-home pay 
every Saturday night is going to be about 25 percent less than it was. 
We have no choice in it, and there is nothing else we can do about it. 

Mr. Roosrverr. Are you exempt under the area of production / 

Mr. Titrorp. Exempt from what, sir? 

Mr. Roosevetr. From the minimum wage law. 

Mr. Titrorp. No, sir; I am operating under it. I am operating un- 
der it. On this logging exemption, we find it difficult to understand 
why this exemption should be controversial, because it affects a pecul- 
lar segment of employment that most of the economy is exempt from. 
These small logging contractors, sir, may have two trucks and they 
have their own log cutters and their mule skinners and their drivers, 
and those men are all making over the minimum. 
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Now, we call that at least semiskilled labor, and not skilled labo 
and it takes a man who knows how to cut logs, and it takes a peculi 
individual to drive mules, anyway. So they are drawing over th 
minimum. They are not covered now, because the labor market 
quires that they be paid over the minimum. Our objection to t 
coverage is based more on the mechanics of compliance. 

One of these men will leave the woods with a truck in the mon 
ing with a load of logs, and he is a free agent, and he is being pai 
by the thousand feet for hauling that load and he can take the 
of the day off and go fishing and deliver that load that night if} 
wishes, or do whatever he wants to do. But if he is put under thi 
law, then they will have to have a timekeeper and they will have 
keep all of these records, and most of them are illiterate, and som 
of the signatures on this exhibit that this gentleman has here ay 
made with an “x,” and they don’t know how to keep time and keg 
reports. 

We do request, sir, that regardless of what you do to us on the wag 
and hour part of it, that you will please permit us to keep that 
man exemption, because you will hurt no one by keeping it, and W 
will help our economy immensely. 

I thank you very much, sir, for your courtesy. 

Mr. Roosrvetr. Thank you, Mr. Tilford and Mr. Carter, and wet 
appreciate your waiting to be heard this morning. 

In order to be logical, the committee will now hear from the hard 
wood industry, represented by Mr. Walter A. Stilley. 


STATEMENT OF WALTER A. STILLEY, JR., IN BEHALF OF THE 
HARDWOOD PLYWOOD INSTITUTE 


Mr. Srinzey, Mr Chairman and members of the committee. 








My name is Walter A, Stilley, Jr. I am president of the Stille 
Plywood Co., of Conway, S.C. My company has manufactured hard 
wood plywood for many years. About 2 years ago we added wate 
skis to our product lines. We were forced into the ski business dit 
to a substantial part of our hardwood plywood business being taker 
over by imports of cheap Lauan plywood from Japan. Fortunately. 
we had a new press which we could use to make ski blanks at a time 
when water skis were coming into great demand. Our ski productia 
has saved our business, at least for the time being. The Japanes, 
finding we have a good market for the skis will undoubtedly stat 
shipping skis or ski blanks to the United States at prices less than ow 
costs and our ski business will go down the same road taken by ou 
plywood business. 

IT am appearing on behalf of my company and other southern hart: 
wood plywood producers who are faced with problems similar to mint 
We are forced to oppose an increase in the minimum wage, not be 
‘ause we would not like to be able to pay a higher wage to our work 
ers, but because we are faced with a competitive price situation duet 
uncontrolled low priced plywood imports where any additional cost 
may force us to discontinue our present production of hardw 
plywood. 

The hardwood plywood industry has been under the sustained at 
tack of low-priced hardwood plywood from Japan for many yeals 
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la § Hardwood plywood imports have increased from 66.7 million square 
Culiag feet valued for duty at $8.5 million in 1951 to 1.318 billion square feet 
Pr ti valued for duty at $98 million in 1959. Hardwood plywood imports 
et Min 1959 took over 57.3 percent of all the sales of hardwood plywood 
(O tif in the United States. Hardwood plywood imports in 1959 increased 
411 million square feet over 1958. During this period, the domestic 
Mong producers had shipments of approximately 945 million square feet. 
> Pa The 1959 increase in plywood imports represented nearly 50 percent 
'@ MF of our total shipments in that year. 
if} Plywood sales are lost to the domestic producers solely because of 
T thi the low prices of the imports. The price of the imported plywood 
avel# duty paid, landed United States is less than our costs of labor and 
“oll material for comparable panels. We are able to sell our plywood by 


© YF giving special services and because some Americans, knowing of our 
| ke problem believe that the United States is importing unemployment by 
not helping American industry which is under the assault of low- 
Wag? priced imports. 
ut A In the year 1959 the smaller southern hardwood plywood producers 
id W operated on a near-break-even basis. In almost every company costs 
were pared down to the very bottom and at the expense of sound 
management principles to achieve an “in the black” result at year’s 
we dy end, 
It is now proposed to increase the minimum wage which will have 
hari} , material effect in our labor costs which represent 25 percent or 
nore of the total cost of production. I have been supplied with 
He Pome information on what could result from such an increase. The 


situation in my company is about as follows: 

An increase in our company to $1.25 would result in a payroll 
increase of $173,000 plus $14,000 payroll tax, a total of $187,000, which 
lle would require a 10-percent increase in our hardwood plywood. prices. 
7 ni Tean assure you that my customers with low-priced imports available 

MAM will not accept a 10-percent increase in my prices. A smaller increase 
wir would reduce our payroll increases proportionately, but any increase 
, vat would bring an increase in our prices and reduce our competitiveness. 
ase} Another plant with an annual payroll of $114 million states that its 
payroll would increase 12 percent and it would require at least a 4- 
percent increase in its prices, 

A third mill estimates its increase in payroll at 25 percent because 
of the need to bring all wages in line with minimum rates. This 
would require a 10-percent price increase according to this producer. 

Our companies have not been able to increase their production to 
meet normal increases in costs. The steady increase in imports at low 

| prices has forced us to fight a defensive action to just keep operating, 
hardy | ‘ 
mined 2 hope that the policy of permitting the eventual destruction of our 
ot be industry by imports would be ch: anged, Any increase in cost now or 
work anytime that plywood imports are unrestrained will hasten the 
ue destruction of our industry. 
cost We have no recourse against the plywood imports except in Con- 
wool} ess. Our industry has ‘fought a losing battle in two escape clause 
tases. The latest decision in June 1959 found, of all things, that 
d at imported hardwood plywood was not like or directly competitive with 
| American hardwood plywood although (1) the imported plywood is 
made by the same process; (2) similar woods being used; (3) was 
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sold in the same form, sizes, thicknesses, and (4) for the same or simi 
lar uses. I cannot begin to explain this decision. I can say that 
Japanese sent a delegation of seven to the State Department and thi 
group also sat through our hearings at the Tariff Commission. Ce 
tainly, if we did such a thing in a foreign country we would 
accused of attempting to intimidate. In any event, we have 











denied consideration for our problem while the Japanese and ot dth 
foreign countries have been encouraged by loans and grants to ¢ Fas 
into our markets. We 


Low-priced imports from countries paying wages a fraction 
our minimum wage are unfair competition. If your committee dee 
it essential for the welfare of our country that there be some incr 
in the minimum wage, then we would like to propose that you attae 
a proviso to such authorization which would require the minimu 


wage not be increased above $1 an hour in any industry producingif US. 
product where the imports of a like or similar product has increased 
since March 1, 1956, the date of the increase in the minimum wag} Mr. 


to $1 per hour and such increase in imports had created a competitiv§ Mr. 
burden for the domestic industry. It could be further provided thatjMcFa 
where administrative action had been taken to restrict the imports offmmec 
such products, the increase could be allowed for such industry. 

I am informed that our present $1 minimum wage is higher than 
the hourly wages paid in European countries and is several times the 
going hourly wage in the Asian, African, and South American cou 
tries. I am sure your staff can obtain this information. Until the 
foreign countries reach a rate comparable to our minimum wag 
there will be no way for our industries to meet the low-wage costs of 
most imported products. Therefore, any increase in the minimum 

yage in industries where imports of their products have increased 
will give an additional price differential the foreign producers pres 
ently possess. 

The Congressmen from the States where we have plants can tel} % th 
you that this is a matter of the survival of our industry in the South] the A 
If Congress or the administration would grant us the protection from} #0n 1 
the unfair competition of cheap plywood made in low-wage foreign Mr 
countries we could endorse a minimum wage increase and pay itjPnMe 
willingly. chan; 

Thank you for hearing me, my industry appreciates your a 
consideration. 

Mr. Rooseveir. Thank you very much. You have presented a very} Tse 
constructive statement to us and we appreciate it and your suggestion, Th 
I am sure, will be considered by the members of the committee. cities 

Mr. Dent. I do not want to ask you a question. I can tell you some} "* ! 
thing that might help you understand that decision that was handed phon 
down. ze 

During the early days of the NRA I was in the coke business. If than, 
you have ever seen coke ovens up north you know that they are big They 
long strings of beehive ovens made out of brick and stone. Our goo Pla. 
coking coal had run out, and under the NRA we had a chance to get? pend 
certain differential in price for our fixed coke price if we had to haul]. T 
coal a certain distance. We came down and petitioned for an in}™ tl 
creased price because we had run out of good coal. twee 
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A young lawyer sitting there handed down a very funny decision. 
e said that we didn’t need an increase in price, all we had to do 
to move the coke ovens over to the coal bins. 

So it is about the same as your situation. 

Mr. Stirtey. That makes just about as much sense as the decision 
fthe Tariff Commission, sir. 

Mr. Roosrverr. The last witness before the committee this morning, 
dthe witness who will close the hearings on these bills, is Mr. Clyde 
cFarlin, representing the U.S. Independent Telephone Association. 
We are happy to have you with us, even though some of the mem- 
are not present. We are also happy that you are the last witness. 


ATEMENT OF CLYDE McFARLIN, MONTEZUMA, IOWA, CHAIR- 
MAN OF THE EMPLOYMENT RELATIONS COMMITTEE OF THE 
US. INDEPENDENT TELEPHONE ASSOCIATION 


Mr. McFaruin. Thank you. 

titivg Mr. Chairman and gentlemen of the committee, my name is Clyde 
| thaifMcFarlin. I live in a country town out in Iowa called Montezuma, 
named after the Halls of Montezuma, and it was founded at the time 
of the Mexican War, and when the boys came back they named the 


+5 thet I am president of the telephone company there, and it is a small 
coun locally owned telephone company. I would like to say that our com- 
1 thefpany has no financial interest in the matter which I am talking 
wage} bout today. We are under the provisions of the wage and hour law, 
sts off ud have always been under that provision, and I am speaking of the 
brethren in my business who are not so fortunate as we are, 

Iam a director and a past president of the Iowa Independent Tele- 
presfPuone Association, and I am now and have been for a considerable 
tumber of years chairman of the Employment Relations Committee 
1 telfof the U.S. Telephone Association. No company which is a part of 
outh| tie American Telephone & Telegraph Co. is a member of the associa- 
from| tion for which I am appearing today. This is the non-Bell segment. 
reign} Mr. McF arin. There are over 3,500 independent telephone com- 
vy it} Panes which provide telephone service through more than 10,760 ex- 
changes, with 10,785,000 telephones in service. The independent tele- 
your om industry serves over one-half of the cdeaeaieisil area of the 
' Inited States, and serves twice as many communities as the Bell 
very} System. 4 j 
tion,| Lhe independent companies generally operate in the smaller towns, 
Joities, and rural areas, and 80 percent of the independent telephones 
ome | it located in residences. A great majority of the independent tele- 
ndedj Phone companies are single-exchange companies which are locally 
owned. There are several so-called group companies or multiple ex- 
_ Jf change companies operating in the independent telephone industry. 
big, They serve some medium-size cities such as Rochester, N.Y., Tampa, 
Fla. and others. However, an overwhelming majority of our inde- 
yet a} Pendent exchanges are located in small towns. 
hau}. There are between 2,500 and 2,700 manually operated exchanges 
, if 2 the independent branch of the telephone industry. Of these, be- 
tween 1,900 and 2,200 have less than 750 telephones each. In fact, 
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there are between 1,300 and 1,500 manual exchanges that have |g 


than 250 telephones each. . mS 
We are appearing here today to state our opposition to the repel nt 


or amendment of section 13(11) of the Fair Labor Standards Ad! es 
which provides: maep 


quote 
The provisions of sections 6 and 7 shall not apply with respect to * * * (jj) ee 1 
any Switchboard operator employed in a public telephone exchange which has py 


ess 4 income 
more than 750 stations. incon 
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We voice our opposition to proposals to repeal this exemption fy 
five reasons: 

1. The repeal would result in large rate increases to the telephoy 
subscribers of these exchanges. 

2. It would deprive many independent telephone subscribers of tee 
phone service. 

3. It would bring about the closing of many small telephone « 
changes causing the operators in these exchanges to lose their employ 
ment. 

4. Such repeal would produce adverse economic effect upon the ip 
dependent telephone companies. 

5. Economic conditions in the independent telephone industry » 
quire the preservation of the 750-station exchange exemption. 

In many smal] towns the telephone company is the only busines 
enterprise which is engaged in interstate commerce, and is therefor 
the only business subject to the minimum wage requirements of the 
wage and hour law. If the exemption of these small telephor 
exchanges is taken away, they A compelled to pay their opera: 
tors higher wages than are paid by other businesses in the town to 
their employees. Both the employers and employees in the tom comps 
would be dissatisfied because of the disparity in wages. Subscriber} ..o, 
would be compelled to pay higher rates needed to pay the addei} j 1, 
costs due to increased wages, and such subscribers would also kk dite 
unhappy. 1 Bec 

In times past we have made a survey in towns served by inde} j,.. 
pendent telephone companies to determine how wages paid telephyy ders 
operators compared with those paid women in retail, sales, clerical ing in 
and secretarial work in the same communities. These surveys hav} ‘p,, 
shown that the wages paid to telephone operators in these tows} wij, 
compared very favorably with those paid women in other segments oii 
of industry. We feel that that is true today. itself 

Hourly wage rates for women in larger communities are probaly Th 
higher than those in small communities where most of the indepent] ,., ;, 
ent telephone exchanges are located, but people living in thes];, . , 
smaller communities have economic advantages which tend to wip charg 
out or offset the higher wage rate paid in the larger communities), 4; 
House rentals are lower in these smaller communities. In a small Mr 
town it is possible to rent a five-room house for $50 to $60 a month, opera 
compared with $70 to $90 per month in the largest communities] ‘y,, 
Many food items are cheaper in these small communities than ] yy, 
larger cities because they are produced locally and can be purchased fete 
directly from the producer. In these small towns people have theif} y,, 
own gardens and produce many of their own vegetables and fruits 





man 


In many telephone exchanges now exempt, the operator or operator} jj,’ 
are furnished heat, light, and other utilities without charge. Family able: 
units frequently operate such small exchanges. 
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In any event, the revenues which independent telephone companies 
are able to collect in small towns will not permit them to pay wages 
wmparable to those paid telephone operators in larger cities. The 
independent telephone industry is essentially rural, and I need not 
quote you statistics to prove that the rural areas of our country 
have not benefited from the large increase in the gross national 
income. ; 

Rural people are not in a position to pay the increased cost that 
vould result from the repeal of the pe sin operator exemption. 
This statement is supported by statistics which show that the average 
anual revenue per telephone in the Bell system companies, which 
operate in the larger cities and towns, is approximately $130, while 
the revenue per telephone per year for most independent companies 
nges generally from $25 to $65. Many small telephone companies 
inthe State of lowa, where I live, have average annual gross earnings 
per telephone of less than $80 per year. ' 

It is evident that the repeal of the operator exemption would result 
in increased labor costs. The only source from which this labor cost 
could be recovered would be from increased service rates to subscrib- 
as. Such wage increases hit a telephone company three times a day, 
because of the 24-hour operation required of telephone companies. 

I have heard statements before this committee that the telephone 
companies would only need to go to their regulatory commissions in 
order to secure the necessary rate increases to procure the additional 
revenues required to pay the increased costs. Such a statement is 
not accurate, and over-simplifies the problem. Commissions are re- 
quired to fix rates that are reasonably, not only for the telephone 
company, but for the customer. If the increased costs should be so 
large that. the rate required to pay such increases would be unreason- 
ible, then the regulatory body could not and would not allow such 
rates. 

Because of the increased costs of operation which followed the 
close of World War Il, many companies have been required to make 
everal applications to commissions, and such commissions are becom- 
ing increasingly reluctant to grant such increases. 

Regulatory bodies may fix rates, but they cannot compel sub- 
sxribers to pay them if the subscriber feels they are too high. It is 
possible for a telephone company, like any other enterprise, to price 
itself out of business. 

Ihave told you before that 80 percent of the independent telephones 
we in residences. To many of these resident subscribers, a telephone 
is a convenience, rather than a necessity, and when he deems the 
charge for service too high, or is financially unable to pay the same, 
he diseontinues service. 

Mr. Roosrvetr. Did I hear you correctly that 80 percent of the 
operators do operate out of their homes? 

Mr. McFarurn. No, that isn’t true. 

Mr. Roosrverr. Would you correct me and give me the correct 
facts 2 

Mr. McFarurn. We tried to make a survey a year ago, Congress- 
man, and we just were not successful in doing that. I do want to 
talk about this thing of operating out of the home. We just aren’t 
ible to get these small companies to report to us. I happen to know 
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of my own particular county where I live, all of the exchanges in 
county are converted to dial, excepting two, and it does happen t 
in those two places they do operate out of the home. The only 
in the thing is, as I meant to say this later, in connection with Senai 
Kennedy’s amendment, that the operators who operate in their o 
home would be exempt, and that is that almost invariably these buil 
ings are owned by the telephone company. 

Now does that mean she has to own it, and would you have to 
her a lease to make it her home? 

Mr. Rooseverr. If it is a home, it is a home. As long as that is he 
residence, she actually lives there. 

Mr. McFarun. I am hoping that the courts and the Wage 
Hour Division would interpret it that way if that becomes the lay! 

Mr. Roosevetr. I think that we can make it very clear that that 
the intent of this committee. 

Mr. McFarury. There are only a very few, Congressman, and t 
is places where they only have 50 or 60 telephones where the swite 
board is moved into a house, and she owns her own home, and operate 
it. But generally they are owned by the telephone company, and ther 
are sleeping or living quarters in these exchange buildings. Ther 
are a lot of legal questions, but time is short. 


Mr. SEVELT. Just to clear up on ‘e thing, because it is impor} y 
Mr. Roosevett. Just to clear up one more thing, because it is impor} | 


tant, in such an instance, does the individual actually make that his 
or her home? 

Mr. McFarurn. Yes, they do, they live there. 

Mr. Roosrvertr. They do not have another home down the block 
some place? 

Mr. McFanrtrn. In some cases they do, but generally they live in 
these places. There aren’t too many of those left, Congressman, 
The number of people who operate from their homes is getting fewer 
and fewer every year. I think it comes to me now what you hadi 
mind about the 80 percent, and that was that 80 percent of the tele 
phones are residence telephones, as distinguished from business tele 
phones. That is an important matter from an economic standpoint 

Now, we are not defending substandard wages and we don’t think 
that we are paying substandard wages. This place where they only 
paid out $5,000 a year, the exchange really only worked about 12 hours 
a day, so that the rest of the time is sleeping time, so that that is the 
reason it doesn’t cost them very much to operate, but a change in the 
law taking the exemption away would put them on a 24-hour basis 

I think generally our wages compare very favorably with those paid 
in other industries in the community, and, as I said, they are mostly 
located in small towns and living costs are cheaper and rent is cheaper 
in those small communities. Not all foods, but some foods are cheapet. 
For example, they can buy meat and eggs and garden produce from 
the producer and they can buy that cheaper. They walk to town 
and a lot of them have their own gardens and they raise poultry, 
so that living costs in these small communities are cheaper than they 
are in larger areas. r 

At any rate, assuming that higher wages would be desirable, it! 
just not possible for the telephone companies to collect these higher 
rates from their subscribers. 
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If you had 100 subscribers at $1 an hour, it would cost $7.20 an 
hour just to pay the operators alone. If it were $1.25, 1 believe it 
would be about $8.40 an hour just to pay the operators alone. 

Now, this company that I told you about, that had $5,000 operators’ 

r owgvages, their total operating costs were $20,000, so that you can see 
if you had to pay or charge these people with 100 subscribers, and 
pay the operators $1.25 an hour, the costs would just be utterly pro- 
hibitive and it wouldn’t be possible for them to pay the rates that 
would be necessary to meet the requirements of the law. 
is hef That can be solved by dial conversion, and I am coming to that in 
aminute because that is a very vital factor in our position at this 
time. 
e lang Statistics show that the average revenue in these independent com- 
: panies per telephone is somewhere between $20 and $65 a year while in 
the Bell system it is $130 per telephone per year. There is a good 
reason for that, and that is that these rural people just do not have 
witch the money that they can pay these larger rates. It just would not 
be possible to do that. 

therf Now I have had hearings before this committee and statements 
Ther made, you wouldn’t have any problem about this increased cost, and 
you just simply would go to the regulatory body and you would get 
mporf your rates increased. Of course, it isn’t that simple. In the first place, 
at hisf rates must be reasonable, for the customers, as well as the company, 
and the courts have held repeatedly that if a rate is unreasonable as 
tothe customer, then it might not present an adequate return to the 
block oe; but that was his hard luck. The rate has to be reasonable to 
the user. 
ive inf We are having trouble getting increases even though we need them 
smanf now because there have been so many increases, and I don’t need to 
fewer} tell you gentlemen a request for all public utility rates has been heavy. 
ad if Now, say we have an exchange a“ 100 people, and the law goes into 
tele f effect. It must be evident to you gentlemen that it just wouldn’t be 
; tele} feasible for that company to continue to operate manually. Some- 
point} thing would have to eating First they would have to convert to 
think} dial, they would have to sell out to somebody, or they would have to 
only} abandon. You would be surprised how many of these exchanges, 
hours} they would be compelled to abandon. They aren’t located geograph- 
is the} ically so that it is always possible for a neighboring company to 
n the} move in and take them over. There has been a very rapid increase 
basis} in the conversion to dial, and a very large number of them in the 
paid} past few years, and that is technology, and people are demanding 
ostly}| better services in these places where they cannot get the operator 
eapet# 12hours at night. With the dial telephone they have dependable 2+4- 
apet hour service available at any time, and I might say that the costs 
from}rn from $3.25 to $4.25 per month per telephone, which contrasts 
Lown} with a telephone rate for resident telephone in Washington, is some- 
itty, what startling. 
they} In other words, they can get dial service cheaper than they would 
_ | beable to operate manually. 
it} Mr. Chairman, if an increase in subscriber rates results in the loss 
ighet} of a considerable number of subscribers, this compounds the problem 
of the company because of the reduction in gross revenue. 
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of the telephone subscribers living in small tow, 


and rural communities that are served by these small telephone com. 
panies are aged persons with limited income, many of them living » 
old-age assistance paid by the State or Social Security. Many other 
are working statue with a limited income. Many of these peopk 
would be deprived of telephone service. Loss of them as subscribey 
could well result in the inability of many of these small exchanges ti 
continue to operate, and the exchange would have to be closed. 

There is the alternative of selling their exchange to the Bell Systen 


or some larger indey 


yendent company, but this would not result jj 


lower telephone rates enabling these customers in the lower incom 
brackets to continue telephone service. On the contrary, rates prob 


ably would be higher. 


Congress has may times shown its desire to preserve small busines 
The exemption which the independent telephone industry has bee 
given has helped preserve these small telephone companies. The 
repeal of this exemption would result in the demise of many of th 


small telephone comp 
There is no surer 


anies as we know them today. 
way of putting small business out. of busines 


and making big business bigger than by subjecting small business ip 
every instance to legislative standards considered reasonable in larg 


metropolitan areas. 


The equal treatment of unequals is itself unequal, 


The repeal of the present exemption would bring about a resul 
that is not intended by the authors of various bills seeking to repeal 
or amend the present law. Instead of helping such employees, i 
would result in the loss of employment for them in the exchanges that 
would be compelled to close or convert. to dial because of inability 
meet the wage and hour provisions of the act. 

The original act contained no exemption when it was enacted i 
1938, but it quickly became apparent to Congress that if an exemptior 


were not granted the 
companies could not 


independent telephone industry, the very smal 
continue to operate. So in 1939 Congress pro 


vided an exemption of 500-station exchanges and House Committe 
Report 1448, 76th Congress, 1st session, which accompanied the & 
emption bill stated that the exemption was given because “small tele 
phone companies * * * are financially unable to comply with th 


rage provisions of tl 
ered this exemption 


act *'* * In 1949 Congress again consi 
and increased the exemption to 750-station er 


changes. It was determined that the exemption was necessary to it 


sure telephone comn 


vunication for the farmer in small rural com 


munities and that economic conditions in these communities woull 


not permit complian 


ce with the minimum wage and the maximul 


hour provisions prescribed by statute. 

This situation still exists. Tt has not changed and the reasons whit 
moved Congress to create and preserve this exemption at previous s 
sions are as persuasive today as they were in previous sessions of th 


Congress. 


You may be wondering just how many operators would be affectel 
by a repeal of the present operator exemption. Our industry is unable 
to give you an accurate estimate of this number. Tn 1957, when similar 
legislation was pending before your committee, the Wall Streé 


Journal suggested th 
by the exemption. 


at there were probably 15,000 operators cove 
This is a comparatively small number of em 
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ployees. On the other hand, the number of customers involved is a 
Com} ery considerable number, adding up to several million people, even 
though the exchanges are quite small. 

While the number of operators is actually very small, employment 
isvital to them. The repeal of the exemption, while it might result in 
atemporary increase in the pay of these operators, would in a com- 
paratively short time result in many of them losing their employment. 
It would not be economically possible to continue to operate these small 
exchanges manually, and if they were to continue to exist, they would 
be required to convert to dial, in which event the operators would lose 
their employment. The operators in exchanges that are exempt live 
insmall communities, many of them are married and would be unable 
tomove to larger cities where they might secure employment as long- 
distance operators. Many of them are middle aged, or older, and 
would not be employable in larger communities. Opportunities for 
anployment in small towns where these operators work are limited 
and their chances of securing other employment are not good, and the 
great majority of them will “become permanently unemployed. 

During the past 10 years manual exchanges have been converted to 
dial at a very rapid rate, and that trend will continue. It is only : 
question of time until all the remaining manual exchanges will be 
converted to dial. It is difficult to make an accurate estimate as to 
just how long it will take to convert all these manual exchanges to 
dial. Today 85 percent of all independent telephones are dial. It is 
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changes will be converting to dial within the next 3 to 5 years, This is 
assuming that the manufacture of dial equipment will continue at the 
present rate, and that this equipment will become available to the tele- 
phone industry. 

In my own State there are 725 independent exchanges of which al- 


most 400 have been converted to dial. Approximately 125 exchanges 


have been programed for dial, and many of them are in the process of 
conversion, leaving approximately 200 exchanges still manually oper- 
ated and not programed for dial. Some of these exchanges are so 
small that they will be abandoned. It is reasonable to expect that the 
great, majority of these remaining manual exchanges will be converted 
todial within a period of 3 years. 

If the exemption could be preserved in its present form, these re- 
maining conversions could be made in an orderly manner. The financ- 
ing and rebuilding of these exchanges could be done in a way that 
would be economical for the telephone company, and in a convenient 
manner for their subscribers. The operators presently employed 
would be able to keep their employment during the period of conver- 
sion. In my own State the majority of these operators are middle- 
aged women, many of whom are approaching retirement age under the 
Social Security Act, and if they could keep their jobs for a few more 
years many of them could qualify for social security when conversion 
scompleted. 

If you repeal this exemption, these conversions cannot be made on 
an orderly basis, and many small telephone companies will becoine 
bankr ‘upt ‘before they can convert to dial. Many of them will sim ly 
}ease to operate, leaving their patrons without telephone service unless 
some neighboring exchange i is able to build facilities to reach them in 
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order to furnish service. These rural people need telephone servic 
much more urgently than urban residents. Living in the co 

they need telephone service to call the fire department, the doctor, 
veterinarian, the oil truck, and the livestock buyer. Repeal of thi 
exemption will deprive many of these people of telephone service, 

Telephone operators in these small exchanges are generally satisfie§ subs 
with their employment, their rates of pay, and have as high a stani§ (’ 
ard of living as other people with comparable skills living in the char 
community. It would be a disservice to them to repeal] this exemptiog sing 
because the inevitable result would be that they would lose their jo 
in the near future. 

Some of the proposals to amend the Fair Labor Standards Act pn 
vide that the present exemption provision be modified so that it would a su 
apply on a company basis rather than on an exchange basis. Thi 
would be utterly unsuitable and unworkable, and we are unalterable 
and we are unalterably opposed to it. A summary of the objection 
we entertain to it is set forth below: 

(1) The principal reason against putting the exemption on a com 
pany basis is that it is entirely bereft of logic. The exemption was 
originally made to help the smaller exchange continue its existenc} swit 
by gearing operator’s wages to the economy of the community iif dal. 
serves, where it is common knowledge that wages, living costs, ani} (§ 
telephone rates are lower than in larger communities. Who can sajf pai 
with logic that because a company has two or more small exchanges eon 
with a total of over 750 stations, its ability to pay operators’ wagesisf have 
equal to that of a company having one exchange of over 750 stations} busi 

(2) The station exchange basis of providing the exemption is the the 
basis recommended by the greatest number of State regulatory com 8 \ 
missions when the exemption was first legislated by Congress in 1930} the 
Those regulatory authorities were and are familiar with the opera} ad 
tions of our exchanges, with the local sentiment of subscribers, anif Witl 
with local economic conditions. Their views are entitled to weight} (‘ 
consideration. reve 

(3) The station exchange basis of providing the exemption haste} “Tl 
ceived congressional scrutiny twice (1939, and again 1949) and re refe 
ceived approval each time. tain 

(4) To change from an exchange basis to a company basis would] pan 
deprive a number of independent companies of the needed benefit off Son 
the exemption merely because they happen to have more than one ath 
small exchange. m1 

(5) A company basis would impose a genuine hardship on tele} @ 
phone subscribers because of the need for increasing subscriber rate bros 
in an amount sufficient to cushion the impact of increased wage costs if th 
Such rate increases, varying in individual instances, would range (3 
from a low of about 10 percent to a high of 100 percent. Hundred excl 
of thousands of subscribers, in our opinion, would choose to go with} St: 
out telephone service rather than pay the necessary increased charges} ™P 
It should be remembered that 80 percent of the telephones in the} %4 
independent, industry are in residences. This class of subscribers has vide 













no way of passing increased charges along. Many of such telephone with 
users are known in the industry as marginal subscribers. 

(6) Changing the basis of the exemption would also be very hart 
ful to the switchboard operators themselves for the reason that, 
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with telephones removed from residences because of higher subscriber 
charges, the telephone traflic calling volume would be reduced and the 
need for switchboard operators correspondingly diminished. The 


i@ number of operators needed at any exchange always has a relation- 


ship to the number of telephones in service and the calling habits of 
subscribers. uta 
(7) Putting the exemption on a company basis instead of an ex- 


if change basis would solve no problem but create many new ones. If a 


single company exchange in town A has the benefit of the exemption 
and there is another exchange in town B 5 miles away owned by a 
company which has more than one exchange without the benefit of 
the exemption, the subscriber rates in the latter would have to be on 
a substantially higher basis. The reasons for this would be difficult 
to understand by the people in the latter community and a how! of 
terrific proportions would immediately develop because of the tele- 
phone charge differential, to the very real embarrassment of the com- 
pany owning the latter exchange. Increasing telephone rates in such 
asituation would introduce the hazard of loss of subscribers. This in 
turn would result in impairment of employment opportunities for 
switchboard operators, while at the same time creating serious finan- 
cial problems for the company involved. 

(8) It may be old-fashioned but it is nonetheless true that wages 


| paid by telephone companies have simply got to be geared to the 


eonomy of the particular community in which they are paid and 
have a relationship to wages paid for comparable skills by other 
If an exchange of company A, which has heretofore had 
the benefit of the exchange exemption, should be obliged to increase 


J its wages beyond the level paid for comparable skills elsewhere in 


the community, that exchange is going to suffer a serious case of 


J bad public relations with the managements of other enterprise and 


with subseribers generally. 

(9) It is no solution to the problem presented by a need for higher 
rvenue to say, “Go to your State commissions and get your sub- 
sriber rates increased.” Some of the reasons this is no solution are 
referred to earlier in this statement. It is becoming harder to ob- 
tain rate increases. Because of inflationary conditions many com- 
panies in recent years have already been before regulatory commis- 
sions from two to five times for higher rates. There may be such 
athing as the well going dry. It must be remembered that although 
in individual instances permission to increase rates might be ob- 
tained, there is no regulatory commission anywhere with power 
broad enough to require a telephone subscriber to keep his telephone 
if the cost is beyond his ability to bear. 

(10) To put the exemption on a company basis instead of an 
xchange basis would introduce complexities and vexation in admin- 
stration. The Wage-Hour Division has been administering the ex- 
mption on an exchange basis since 1939 (500 stations from 1939-50 
ind 750 stations since 1950). New concepts would have to be pro- 
vided and become familiar both within Government agency and 
within the industry if a change were made. This would not be 
easy. Senator Kennedy proposed in S. 1046, introduced in the 
Senate on February 6, 1959, and Congressman Roosevelt in H.R. 4488, 
Introduced in the House on the same day, that the switchboard 
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operator exemption be limited to “any switchboard operator who is 
providing telephone service through a telephone switchboard lo- 
cated in such operator’s home.” The proposal is entirely unrealistic, 
Some pertinent objections may be stated as follows: 

(1) Although the proposal would retain an exempt status for 
switchboard operators at many exchanges, it would destroy the ex- 
emption at many others where it is also urgently needed. It would 
be an unjustified restriction of the exemption. 

(2) Such a change would make it necessary for many small ex- 
change owners to move their living quarters into the exchange build- 
ing or vice versa, or to move both into a building large enough to pro- 
vide both residence and exchange quarters. Where such change is 
not feasible it might necessitate closing the exchange if subscribers 
are unwilling to pay the increased rates that would be necessary to 
cushion added wage costs. 

(3) The proposal is open to an interpretation under which it would 
not cover situations in which the operator’s home is located in a sep- 
arate part of the same building in which the switchboard is also lo- 
cated. It would deprive many operators of the choice they now en- 
joy as to the location of their residence quarters. 

(4) In the event of a long illness of an operator exempt under such 
a provision it might become necessary for her to give up her home as 
well as her job in order that a substitute operator might be employed 
and telephone service continued. 

(5) The proposal would ignore the realities of economic life in small 
communities. If these operators are not continued as exempt, they 
will be the only persons in the community to whom the wage-and- 
hour law will apply—assuming the exchanges could survive at all an 
increase in wage costs. 

(6) Aeccentuating the problems of those living in the small, pre- 
dominantly agricultural areas, the proposed amendment would saddle 
telephone subscribers with increased telephone charges in order that 
the local operator’s wages might be increased to a level above that 
prevailing for comparable work in the same community. 

(7) The proposal would make life harder in these small communi- 
ties. It would lead to a total loss of the exemption in many instances 
in complete disregard of the smaller problems of the smaller telephone 
exchanges which are valiantly endeavoring to serve small agricultural 
communities. It would result in increased subscriber rates to a de- 
gree that would cause many farmers and small cash income people to 
give up their telephones. ‘This in turn would constitute a threat to 
continued operator employment. 

(8) The proposal would create uncertainty and vexation for the 
owners of small telephone exchanges. It would add to the adminis- 
trative problems of the Wage and Hour Division. Both the Division 
and the exchange owners are familiar with the present exemption 
language. It shculd be left as it is. 

Mr. Chairman, gentlemen, we respectfully and earnestly submit 
that the facts presented demonstrate conclusively that the switchboard 
operator exemption in its present form is needed in the law—needed 
in the interest of protecting jobs for the switchboard operators them- 
selves; needed in order to keep telephone rates charged farmers and 
people living in smaller towns and rural areas from skyrocketing; 
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needed for the pormees of enabling farmers and people living in small 
towns and rural areas to retain their telephones for truly essential pur- 
poses; and needed in order to preserve in being the small telephone 
companies—companies which are good examples of American small 
enterprise for which Congress in the past has shown such definite 
solicitude, 

Now, the problem is that there are still a very large number of these 
companies that have not converted to dial. I told you that there were 
between 1,300 and 1,500 manual exchanges under 250, that haven’t been 
converted to dial. 

Now, I want to be candid with you. These people in these small ex- 
changes are going to lose their employment sooner or later, because 
of conversion to dial. If we could have this exemption maintained 
until we could convert to dial in an orderly manner, because it takes 
money and labor and material, and ordinarily it takes about 2 years 
from the time that you get started to converting an exchange to dial 
to get it changed over to dial operation, it would be helpful. 

During that time these operators and most of them are elderly 
women, and a lot of these exchanges haven't converted because their 
operators were elderly people and they have tried to hang on until 
they can get to social security. If they could have the time that is nec- 
essary to let us make an orderly conversion to dial, under our present 
exemption, they would have a job for 2, 3, or 4 years, or whatever time 
ittakes to convert. If, however, you give us $1.25 an hour and repeal 
our exemption, a great majority of these exchanges that I talk about 
would have to be sold out immediately, and they would have to aban- 
don their business, or they would have to convert to dial. In a 2-year 
period a small exchange like that could become bankrupt, and the 
cost of operating for 2 years would be greater than the value of their 
property. 

So, frankly, instead of helping these operators, you would be help- 
ing them to lose their jobs. They are gone. 

Mr. Roosrvetr. Most of those operators are operating out of their 
homes, are they not ? 

Mr. McFarurn. No; I wouldn’t say that. 

Mr. Roosevett. What percentage would you say ? 

Mr. McFarurn. Congressman, I have tried to get some statistics on 
that, and I have tried to do that. I am very familiar with the tele- 
phone industry in my State, and I just haven’t been able to come up 
with any figures. But, of course, even those are going to be converted, 
Senator, and they are going to lose their jobs, and all we need is a 
decent time to do this job in an orderly way. 

Now, there is one thing that I want to make plain about this: Even 
inmy town, which is a pretty good sized town, although it is a small 
town compared with Los Angeles or one of the suburbs of Los Angeles, 
When you convert to dial you no longer have any operators. Your 
long-distance operating is done from a neighboring center, and your 
information calls are handled from neighboring centers and there are 
no operators at. all, and, of course, these people lose their jobs. Gener- 
ally they are married women and they are unable to move and they 
could get a job as long-distance operators with Bell if they wanted to 
move, but they are unable to move. So they just become permanently 
inemployed and their age is usually against them. 











1370 MINIMUM WAGE-HOUR LEGISLATION 


Mr. Roosrvert. The gist of your plea is that you are going to doit, 
rt but let them stay on for about 2 or 3 years before it is don 
to them. 

Mr. McFarrin. I think that is a fair statement. It would mean: 
great deal to the telephone industry. 

Now, the number of operators here involved isn’t very large. We 
don’t know, the Wall Street Journal a year ago said they thought 
there were about 15,000. The reason it is difficult is because some 
woman has a job for 12 hours a day and she has a woman in who 
works 4 hours for her during the day. It is awfully difficult to get 
statistics. 

On the other hand, if those 15,000 operators served only 100 people, 
that would be a million and a half customers that they are serving 
If they average 200, it is 3 million. So the people who are really going 
to be discommoded and who are going to be upset by this are the 
customers. Of course, the operators aren’t happy about losing their 
jobs, but they are reconciled to the fact that dial automatic operation 
will be the thing of the future. 

I have already run over my time but there are two things that I just 
want to touch on briefly, and one is the exemption of Senator Kennedy 
about the exchange in the home. 

We just don’t think that will work. There are a lot of reasons why 
it won’t work. I told you about the woman who lives in the home be- 
cause they cannot operate 24 hours a day and she has another woman 
in to operate 4 hours a day. She wouldn’t be exempt. You would 
have to pay her a different rate than you would the woman who lived 
in the home. You have two towns and two exchanges that are in the 
same neighborhood, 5 miles apart. One is in a home and one ism 
another building. The telephone rates could conceivably be 50 percent 
or even 100 percent higher in the town where you haven’t any operator 
that is exempt because she is not in a home. 

As a practical matter, public relations wise and economically speak- 
ing, it is just something that won’t work. 

In the first place, I don’t know how many of them are, but I think 
that perhaps Senator Kennedy has overestimated the number of ex- 
changes that are in the home. 

There is another amendment that has been suggested, and that 1s 
that the exemption be on a company basis, rather than on an exchange 
basis. Now each exchange from a business standpoint ought to be 
an economic unit, and it ought to stand on its own resources. It isn't 
fair to have town A have a rate that is subsidized by town B. We 
will say that you have a company that has 20 exchanges, and they 
have operating revenues of over $750,000. You have the other people 
who are 10 separate units. They would have an advantage, you see, 
over the other company. The company that had the 20 units, they 
might not be as large as the 10 or 20 independent units, and right 
in the same neighborhood you would have di fferent standards which 
would result in different telephone rates. It would raise a public 
relations problem that could be quite difficult. 

Mr. Roosrvett. How do you set the rates now? 

Mr. McFarutn. Well, generally they are fixed by States, and some 
stations are on an exchange basis, and in some States they are put iD 
classifications. 
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In other words, towns with exchanges of a certain size have ap- 
proximately the same rates, and the larger towns a little higher 
rates. 

Mr. Roosrvett. But there are instances where there is quite a bit 
of disparity between the towns, even though it is the same size or 
approximately the same size. 

Mr. McFaruin. Nota great deal. The old adage that the customer, 
after all, is the best rate regulator you have, if they get too much out 
of line they just simply won’t pay them. We have had some very 
bitter experiences on that. 

Mr. Roosrvetr. If we gave you 2 or 3 years, exemption with the 
knowledge that you would then come under the act, would that enable 
you to make the orderly changeover that you have indicated ? 

Mr. McFaruin. Let us put it this way, Congressman. It wouldn’t 
take care of all of them, but I would say it would take care of a great 
majority of them. In my State we have 715 independent telephone 
exchanges. We have about 300 of them that are not yet converted, 
about 125 of them are either in the process of conversion or are pro- 
gramed for conversion. That leaves 300. Now those are all pretty 
small exchanges. They aren’t all going to be converted and some of 
them are going to go out of existence, but I would say that if they 
had 3 years, they just wouldn’t be exercising good business judgment 
if they did not get converted in that time. 

So let us put it this way, and I speak for myself and not all of my 
colleagues in the telephone business, that it seems to me that if we 
could have a termination date of, say, 3 years, that would enable us 
to put our house in order, and it would give these elderly operators a 
chance to get some more time on their social security, and it would 
help these rural communities where these small exchanges are located. 

Mr. Roosrvett. Thank you, sir. We are very grateful to you, and 
I may say that all of your statement, including the addendum, will 
be made a part of the record. 

Mr. McFarurn. I am very grateful to you gentlemen for the op- 
portunity of appearing. 


STATEMENT OF HON. EDGAR W. HIESTAND, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Hrestanp. Mr. Chairman and members of the committee, on 
May 11 f introduced H.R. 12170, a bill which would amend the Fair 
labor Standards Act of 1938. It would alleviate the existing con- 
flicts and duplication between that act and other labor standard acts 
applicable to persons doing business with the Federal Government. 

I would jike to offer a brief statement and explanation of the rea- 
sons behind this action. As you know, the Fair Labor Standards Act, 
more popularly known as the wage-hour law, was passed in 1938, and 
in that act Congress stated that substandard wages and working con- 
ditions were detrimental to interstate commerce, constituted unfair 
means of competition, and led to labor disputes. The Congress there- 
fore established minimum wage rates and maximum hours, after 
which overtime must be paid for employees engaged in interstate com- 
merce or in the production of goods for interstate commerce. As 
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conditions warranted, this statute has been amended, from time to 
time, and the minimum wage rate is now $1. 

There are also, however, other Federal statutes which also regulate 
wages and working conditions. For, prior to the wage-hour law of 
1938, the Congress passed in 1936, the Walsh-Healey Public Contracts 
Act, giving the Secretary of Labor broad power to determine and en- 
force “prevailing minimum wages” in industries producing goods for 
sale to the Federal Government under contracts involving $10,000 or 
more. And prior to that, the Congress passed in 1931 the Davis 
Bacon Act, which requires every employer who is a party to a Govern 
ment contract for construction, or alteration or repair, of public works 
or buildings over $2,000, to pay the prevailing wage rate of the area, 
as determined by the Secretary of Labor. In many cases, therefore, 
employers are subject to the labor standards of at least two statutes 

Whereas, the basic Federal wage-hour law has the wage rate deter- 
mined by the Congress, the latter two acts accord to the Secretary of 
Labor this tremendous power of determining prevailing rates of pay. 

Only a cursory reading of the statutes is necessary to show the exist- 
ing conflicts. Thus, while the FLSA sets a nationwide minimum rate 
for covered employees of $1, Walsh-Healey provides for a determina 
tion by the Secretary of the prevailing wage. The record shows that, 
since 1948, such determinations almost invariably have been above the 
FLSA minimum. In one industry recently the minimum was set at 
$1.68. In another industry where the minimum was set at $1.30 per 
hour, figures of the Labor Department show that such wage rate will 
require 55 percent of the mills in the country using 30 percent of the 
workers in the industry to raise their minimum wages if they wish to 
bid for Government business. 

If the trend of higher and higher rates continues, the time may 
well come when proposals to amend the Fair Labor Standards Act 
will be thoroughly academie. 

It is a fact that many of the Nation’s small businesses, unable to 
compete for Government business, or dependent upon such business, 
have had their business seriously jeopardized by the hiking of such 
wage rates. 

Child labor provisions also differ in the two acts. The Federal 
wage-hour law prohibits employment of persons under 16; while 
Walsh-Healey prohibits employment of males under 16 and females 
under 18. 

Further, while the Federal wage-hour statute requires time anda 
half for hours worked in excess of 40 in any 1 workweek, Davis- Bacon 
and Walsh-Healey both require overtime after 8 hours per day, or 4 
hours per week, 

It is not at all difficult to see just from the above general] discussion, 
the conflicts and inconsistencies which confront the business subject to 
two or more of these statutes. The Wage and Hour Division of the 
Labor Department has reported that the bulk of violations of Walsh 
Healey, for instance, occurred through ignorance or misunderstant- 
ing of the law. I would also say in this regard that the penalties 
under FLSA and Walsh-Healey are substantially different. Under 
the wage-hour law, the Secretary of Labor may seek an injunction 
and bring action for damages; whereas, under Walsh-Healey, in addi 
tion"to these remedies, his contract may be canceled and he could be 
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blacklisted for 3 years from receiving any further Government 
business. 

It is my firm belief that history shows that Congress has met and 
is meeting its responsibility in the matter of Federal labor standards 
legislation. The first minimum was 25 cents per hour, with a 44-hour 
workweek; it is now $1 an hour, with a 40-hour workweek; and there 
are pending many proposals to alter these figures. Approximately 
24 million employees are now covered by Fair Labor Standards 
Act. It is difficult for me to understand, in view of this history, why 
the Congress should continue to delegate to the Secretary of Labor, 
or any other administrative official, authority which in most instances 
will only use as a base or floor what the Congress already has declared 
io be the law of the land regarding Federal labor standards. 

In conclusion, let me say a few words about this amendment. First, 
it does not repeal, nor is it intended to repeal, the Walsh-Healey Act, 
the Davis-Bacon Act, or the 8-hour law. Second, it simply attempts 
to provide that no person shall be considered to have violated these 
acts unless such acts would also constitute a violation of sections 6, 7, 
or 12 of the Fair Labor Standards Act, or constitute a violation of 
such sections if done by an employer to whom the section applies. 
In other words, the employer subject to the Federal wage-hour law, 
but also subject to these other statutes, would not be in violation as 
long as he observed those labor standards as set out in the basic piece 
of Federal wage-hour legislation, namely, the Fair Labor Standards 
Act. 


STATEMENT OF T. L. MAXWELL, FLORIDA AND GEORGIA CIGAR 
LEAF TOBACCO ASSOCIATION 


Mr. Maxweti. Mr. Chairman, and members of the Subcommittee 
on Labor Standards, 1 am T. L. Maxwell of Quincy, Fla. I am ap- 
pearing here in behalf of the Florida and Georgia Cigar Leaf Tobacco 
Association, of which I am president, in support of an amendment to 
section 5(f) of the Fair Labor Standards Act by inserting after 
“Agricultural Marketing Act, as amended,” the following: “the proc- 
essing of shade grown tobacco for use as cigar wrapper tobacco by 
agricultural employees employed in the growing and harvesting of 
such tobacco, which processing shall include, but shall not be limited 
to, drying, curing, fermenting, bulking, rebulking, sorting, grading, 
aging, and baling, prior to the stemming process.” This amendment 
would restore the agricultural exemption to the farmer employers of 
igriculture employees in the processing of shade grown cigar wrapper 
tobacco, which exemption was denied us as a result of the 1956 U.S. 
Supreme Court decision in the case of AM/itchell v. Budd, 350 U.S. 473. 

lam most thankful for this opportunity to present our views and 
[assure you I will be as brief as possible. With your permission I 
will read my statement and upon completion thereof I will be happy 
tosubmit myself to any questions you may have. 

With regard to this amendment I should like to focus your atten- 
tion first, on the various stages, or processes, of handling tobacco 
leaves from the moment they are picked from the plants until they are 
baled for shipment; secondly, on the disruption of our economy re- 
sulting from the Budd decision; and lastly, on the grim prospects 
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for the future of shade grown wrapper tobacco in the event we an 

not afforded the relief sought through the proposed amendment. 
The town of Quincy, Fla., is the geographical center of the onl 

area, three counties in Florida and two contiguous counties in Georgi 


where type 62 Sumatra cigar wrapper tobacco grows. It has a popu 


lation of some 6,500 inhabitants spread over an area that would ne 


mally accommodate a city of 50,000 or more. At no time in any pari 


of Quincy does one have the feeling of being in a town as large as or 
of 6,500 population. It is basically, and always has been, a geg 
graphical center for tobacco farmers. Most all this tobacco is grow 
within an airline radius of 25-30 miles of Quincy, and is grown @ 
farms that average 8-10 acres of tobacco. 

This tobacco requires special and arduous care in cultivatiop 


harvesting, curing, and preparation for market. It grows in fields 


inclosed in cheesecloth shades, the shades supported by regularly 
spaced posts with wires strung from post to post in grid pattem 
The tobacco is well fertilized and cultivated while it is growi 
When each leaf reaches a certain stage of maturity it is herve 
This consists of “priming,” or picking. It is picked from the bottom 
up, about three leaves at a time from each plant at each picking. Pick 
ing continues in this manner as the tobacco matures until what is left 
has no marketable qualities. As the tobacco is picked, it is immed: 
ately removed to an adjacent barn where it is strung over lath slats 
to begin the long and necessary preparation-for-market processes 
the first of which is par-drying. When the tobacco is almost com 
pletely dried, the drying process is interrupted and it is permitted to 
absorb moisture again and then re-dried. This drying process i 
repeated until the tobacco has reached a stage of curing when it § 
ready for the packinghouse. At this particular stage the tobacco i 
still sufficiently moist to permit handling without damage. Chemical 
action began during this par-drying process. Some significant 
changes other than drying which occur in the tobacco as a result of 
this process include color changes, evaporation of impurities such @ 
gum, oils, bitters, and other chemicals. However, since the curing 
process is far from complete at this point, it must be remembered that 
many impurities still remain in the leaves and will be eliminated by 
natural chemical action as the processes continue in the packinghouse. 

After the leaves are placed in cartons they are then removed to the 
packinghouse for the continuation of the curing process. Packing 
house, by its very name, connotes that packing is done there. Packing 
is done there, to be sure, but it is the final operation performed. When 
finally it is packed, it is shipped either to a cigar manufacturer for 
immediate use or to a tobacco warehouse where it is stored until 
needed. Thus, a packinghouse is not to be construed as a warehouse. 
Allow me to take you through the packinghouse, step by step. As! 
said a moment ago, the tobacco is brought in from the drying barns 
in cartons and unloaded at the packinghouse. It is significant tf 
point out here that the ruling in the Budd case had its inception with 
packinghouse operations, where a line of demarcation between agt 
culture and manufacture was drawn. Everything done prior to the 
packinghouse was conceded to be agriculture. 

A packinghouse, as distinguished from a warehouse, is a large 
building, with but few exceptions a one-story building, usually of 
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“Prick or cement block construction, and approximately 100 feet by 
25 feet in dimensions. These buildings are mostly all centrally 
ocated for convenience and economy to the tobacco farmer, and by 
ustom. About a third of the building is used for the bulking process, 
ynother third for the sorting and grading process, and the final third 
or the actual baling or packing for shipment. Most of the inde- 
Hpendent tobacco farmers grow so little tobacco it would be prohibitive 
“Mor them to construct their own packinghouse. As a result they use 
he facilities of one nearest to their farm. Some of the packinghouses 
mieare owned by cigar manufacturers and are leased out to experienced 
1 MF obacconists who process only the tobacco farmed by the manufac- 
. fturer, some are owned by farmers as a cooperative enterprise, and 
tl0LBcome very few others are owned by those who do business on contract 
ieldPjacis, This latter type operation is what the Budd case originally 
larkp yas all about. In all cases, however, except those who do contract 
“elie work, the packinghouse employees are those who follow the tobacco 
ving? from the drying barn to the packinghouse to assist in the continuation 
St@@hof the curing process. For the fact the contract operator usually is 
ttom not concerned where his employees come from it is fairly safe to 
ick-F assume they, too, are from the farms because of their familiarity with 
‘lef the business and the job. But the fact also is that these contract 
nedi- packinghouse operators actually hire their employees as migrant em- 
slats ployees, although as I have said, the very strong suspicion is that 
‘SSBthey are farmworkers. In any event, the work is the same in all 
COME packinghouses. The only difference is whether the employees are or 
-d tof are not considered migrant employees. Now, the Budd case was 
3S BEcentered around this type of operation and it is generally agreed 
it BY by most everyone in our area familiar with the business that the Budd 
CO BF decision would have been entirely acceptable had it pertained only to 
nical that type of contact operation. Instead, the trial judge arbitrarily 
cantf embraced all packinghouse operations within the coverage of the act. 
lt off It is the case of the noncontract packinghouse operators which I am 
hf here to advance. I hope to do this by explaining to you that the 
ring} packinghouse operation is truly nothing more than the necessary 
that} continuation of the farming operation. 
1 by} Now, in the packinghouse, this continuous curing process includes 
mus. F fermentation by means of what is known as the bulking process, and 
) the} here is how that is accomplished. The tobacco is removed from the 
ing-f cartons and, remembering it is still moist and still an unmarketable 
king} commodity, is placed in bulks, or piles, of standard size, 6 feet wide, 
‘hen f 16 feet long, and 5 feet high, weighing some 4,000 pounds, thus form- 
for} ing nearly a perfect rectangular mass. After the bulk is set up there 
intil f isa metal tube 2 feet long and 2 inches in diameter which is placed 
use} inthe center of the bulk with the open end of the tube exposed and 
As I} into which is inserted a thermometer. This thermometer records the 
ums F temperature of the tobacco while it is in bulk and drying, curing, 
t tof fermenting, and aging, all chemical actions occurring simultaneously. 
with f The daily temperature is recorded and when the appropriate time ar- 
gtr} rives, the bulk is broken up, rearranged in inverted order, sprinkled 
the} with water, and allowed to continue the same process. This is nothing 
more than. rebulking, the outside leaves now form the central part 
urge} of the bulk and the leaves that were in the central part are now on 
y ol} the outside, This process is continued until the tobacco leaves are 
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finally and properly dried, cured, fermented, and aged, and ready; 
be graded and sorted. Rebulking is nessary to assure uniformity; 
curing the tobacco so that all the tobacco will have received the s 

treatment. A bulk of tobacco may be likened to a compost pile of ¢ 
or maple leaves which are rain soaked and after exposure to thee 
ments will be very warm in the exact center of the pile. One on 
has to place his hand in the middle of the pile to realize the heat; 
much greater than anticipated. The natural chemical action on t 
leaves 1s precisely the same as that which takes place in a bulk of ti 
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bacco. The only difference is that the tobacco is in a building whereg per | 
‘an be uniformly processed. uniqu 

After the bulking and rebulking processes are completed, the top and } 
bacco leaves are carried by hand to long, bare tables on another sid farm 
of the room and each leaf is graded and sorted, by hand, into differen pack: 
grades. There may be as many as 8 to 10 different grades or classifiep pack: 
tions of the leaves, none of which can be determined without thg becat 
necessary results obtained through the bulk-curing process. Conse or ar 
quently then, because it cannot be sorted and graded until it has beag vesti 
bulk processed, there is no market at an earlier stage for this typ larly 
tobacco. The market variation dependent upon grading is consideg prop 
able, ranging from a high of approximately $2.50 per pound to af inter 
low as 40 cents per pound. Only the better grades are used by som ace] 
cigar manufacturers, while other manufacturers will use the substandg comn 
ard leaves to wrap cigars usually sold as seconds. The personnel wh wher 
sort and grade the leaves are entirely female employees, mostly thosp after 
who were employed on the farms. It can be stated here that no ong as tr 
knows better the quality of properly processed tobacco than thosg -\1 
employees who nursed the tobacco from its planting through the gradg gate: 
ing and sorting and baling processes. tinue 

After the leaves are sorted and graded, they are strung together t@ there 
a little bundle called a hand. Each hand consists of approximatelf line 
30 to 35 leaves tied at the stems. These hands are then baled for _ plat 
ment to a cigar manufacturer. Again, you must remember that thf hous 


hands of tobacco still contain sufficient moisture so that further hanf pick 
dling at the cigar manufacturing plant will not damage them. How doin 
ever, at this stage the coloring, pliability, taste, and burning qualitie> rule 
are all improved to the extent that the better leaves will serve as excelf cont! 
lent wrappers, natural tobacco wrappers, for our domestic cigar mant} ¢lud 
facturers. It is significant to note here that the leaf at this stag§ ; » 
is also approximately the same size as when originally removed fronf stean 
the stalk. The chemical action has conditioned the leaf in such manf ress 
ner that its pliability allows for stretching the leaf to almost the sizf |. 
it was when picked. tube 
It is our contention that all the processes described above are, ani} sign 
always have been, agricultural—and not by any stretch of imagintf the » 
tion are they anything else—inasmuch as this type 62 wrapper t¢f is m 
bacco is grown for one purpose only—to wrap cigars. These fart the | 
ers, by custom, know that this product of the soil has no marke the | 
value until such time as it is fit for the only purpose for which it Wa} proy 
ever intended. And to hold the buyer, rather than the farmer, tf dui), 
be responsible for the fitness of this tobacco is a revolutionary com em 
cept of our basic economic principles. This is no function of the vide 
buyer. And no law, nor court decision, should be promulgated to 
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compel the buyer of a farm product to be solely responsible for put- 
ting the product in marketable condition so that he can then buy it. 
This is a function of the seller—in our case the tobacco farmer. 
Under these circumstances then, how could any reasonable mind 
conclude that this processing was a function other than one entirely 
incident to the farming operation? If the agricultural exemption 
isto be given the broad application which I believe is evidenced by 
the legislative history of the act, then no line should be drawn be- 
tween processing and other agricultural activities in the cigar wrap- 
per industry especially when such processing of the commodity, 
mique as it is, is performed by the same farm laborers who planted 
and cultivated it, and which processing is an integral part of the 
farming operation since it is not marketable until processed in the 
packinghouse. Consequently, the processing of tobacco in the 
packinghouse should be exempt under the agricultural exemption 
because these processes, each and every one of them, is incident to, 
or an integral part of, the agricultural operation of “growing, har- 
vesting, preparing, and delivering” the tobacco to market. Simi- 
larly, and it bears repeating, if we are not afforded the relief 
proposed, the Budd decision will continue to impose upon us an 
interpretation of the Fair Labor Standards Act compelling us to 
accept the erroneous belief and reasoning of the Court that our 
commodity is delivered to market when it reaches the packinghouse, 
when in aes the tobacco cannot be graded for marketability until 
after the packinghouse processing has been completed. And this is 
as true Fict as It is to say that the night follows the day. 

And now to the 2udd decision. Up to the time this case was liti- 
gated, the packinghouse processes were always considered as a con- 
tinuation of the farming operations. The Supreme Court decided 
there should be drawn a line of demarcation in the industry and the 
line was drawn at the point the tobacco was placed on the unloading 
platform at the packinghouse. This decision brought the packing- 
house employees, those same employees who planted, fertilized, and 
picked the tobacco in the fields, under the wage-hour law. And in so 
doing reversed the U.S. Court of Appeals, Fifth Cireuit, which court 
med that the packinghouse processes were rightfully a necessary 
continuation of the agricultural operation. The Supreme Court in- 
cluded in its opinion these words. 

** * The bulking process requires a large amount of equipment, including a 
Steam-heated plant, platforms, thermometers, bulk covers, baling boxes and 
presses, baling mats and packing, sorting and grading tables * * *. 

I would like to include a few items that the Court forgot; namely, 
tubes for thermometers, water hoses, and spray attachments. It is 
significant that most all this equipment is akin to the baling of tobacco, 
the very last thing done in the packinghouse; that the press, which 
manually operated, is the only mechanical piece of equipment in 
the building, and there is only one press in each building; and that 
the steam-heated plant referred to is nothing more than steam heat 
provided for the building to insure uniformity of temperature in the 
building during the processes as well as to assure comfort. for the 
> ee in cold weather. I might add there is artificial heat pro- 
vided in the drying barns which serves the same purpose. 
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The Supreme Court reasoned as follows: entire 


The exemption of section 18(a)(6) read with section 3(f) covers lar seri 
operators as well as small ones, as we recently said * * *. It also inelug proces: 
“extraordinary methods” of agriculture as well as the more conventional onapcontin! 
The question in the Waialua case was whether sugar milling was included in t hroug 


agricultural exemption of section 13(a) (6). We said that it was necessary} The 
look to all the facts surrounding the process to determine whether that proce 

was incident to farming. We held that sugar milling was not, even when dof Secon 
by the grower. We think like considerations indicate that in this Budd cagfof the 1 
the agriculture operation does not extend through the bulking plants but endfindicate 


* * * with the delivery of the tobacco at the receiving platform of the bulkingiways a1 
plant. That is the “delivery * * * to market,” within the meaning of sectigicerning 
3(f) of the act. hanges 
Sugarcane and tobacco are alike in one respect—they both growp I ha 
Thereafter the similarity ends. As soon as sugarcane is cut, time befis read 
comes of the essence. If the cut cane is not milled within 24 to Mtobace 
hours, it begins to lose its full value for sugar. It is an extreme eady 
perishable item until itis milled. A sugar mill is highly mechanizeifit is m 
consisting of rollers, cutters, grinders, crushers, and presses. The maifYou c: 
employees (the Watalua case employees) are employed in variougieatur: 
capacities in the mill, including machine operators. Processing Pric 
through the mill extracts all the j juice from the cane, after which th ABy the 
juice is sent to a refinery to be made into sugar. Assuming for th long a 
moment that the cane sugar is not marketable until after processinghas wra 
through the mill, it seems to me that because of its perishability, p lus As ar 
the mechanization of the mill, is reason enough to bring the mille Fin qua 
ployees within the terms of the act. The Court never justified its u8fterms | 
of the phrase, “delivery * * * to market,” although it could have just} After 
fied covering the employees on saner grounds. On the other hand} pconor 
wrapper tobacco is not nearly so perishable an item. Most importaniif for the 
it is not processed by any mechanical means whatsoever. It follows partic 
then, that the Court, without justification, brought our packinghoug ployee 
employees under the act for the baseless reason that the two process she 
are similar. " appro} 
The Court continued : some © 
It is true that certain cigar manufacturers are farmers and process in thei house » 
bulking plants only the tobacco they raise. It is also true that many employet{her of 
who work their farms also work in their bulking plants. These are heavily This e 
stressed as indexes that bring the bulking plants into the agriculture exempti the B 
But there are two other factors which in our view tip the scales the other wit. \ 
First, tobacco farmers do not ordinarily perform the bulking operation. Atto suff 
already mentioned, of the 300 farmers who grow this type of tobacco in tif factyy 
area, only 9 maintain and operate their own bulking plants. The remaining manuf 
farmers have their crops processed by others. The bulking operation is ft 
the most part divorced from the cultivation of tobacco and from the drying’! usa 
operation in the tobacco barns on the farm. The bulking process for the mosgplecew 
part is a separate processing stage. (whic] 
To this part of the opinion let me say that the cost to a small farmeg)ackir 
to construct a building would be prohibitive. THis crop is far tog! resu 
small to justifv the building. He therefore has banded togethegeplo 
with other small farmers to form a cooperative, or if not part of #lg of 
cooperative, he uses an independent packinghouse. Then, too, the If t! 
farmers who do own their own packinghouses and who use their 0 have | 
farm labor in them raise approximately 40 percent of all the tobacoifturer « 


grown in the area. This 40 percent. plus the 20 percent raised anéfore 
processed by the cooperatives, actually amounts to 60 percent of thi 
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entire crop. As you can readily see, the Court figure of 9 out of 300 
_fis seriously misleading. And as I have stated Catenss the bulking 
anagprocess has always been known, in the area and elsewhere, as a mere 
continuation of the agriculture operation. It has never changed 
hrough the years. 

The Court continued : 

Second, the bulking operation is a process which changes the natural state 
| Caykof the freshly cured tobacco as significantly as milling changes sugarcane. As 
enifindicated above, the bulking process changes and improves the leaf in many 
yays and turns it into an industrial product. What we said in Waialua con- 
erning sugar milling is apt here: a process that results in such important 
hanges is “more akin to manufacturing than to agriculture.” 

I have here with me a leaf of tobacco from the drying barn which 
isready to be taken to the packinghouse. I also have here a leaf of 
tobacco that has been processed through the packinghouse and is now 
elifready for the manufacturer. And I have a stalk of sugarcane before 
itis milled as well as a sample of the cane after it has been milled. 

You can see for yourself the vast difference between the physical 
iow features of the two. 

Prior to this decision the cigar wrapper tobacco economy was sound. 
By that I mean the tobacco was processed in the packinghouse for as 
thflong as it was required to put it into the best possible condition for use 
Ssilfas wrappers. This required an additional 2-3 months of processing. 
pli} As a result of the additional 2-3 months the tobacco was much better 
| etfin quality, more marketable, and more valuable to both the farmer in 
$ Witerms of income and to the manufacturer in terms of better wrapper. 
just} After the Budd decision, the minimum wage law began to impose an 
1aneeconomic squeeze upon the farmer and the manufacturer. In order 
tani} for the farmer to realize any profit from his tobacco he had to cut costs, 
OW particularly labor costs. ‘The prevailing wage among the farm em- 
108} ployees, including fringe benefits (free housing, garden acreage, 
esi butchering privileges, transportation to and from work), which is 
approximately 70 cents an hour, was necessarily reduced by removing 
some of the fringe benefits. After the minimum wage in the packing- 
thet} house was increased to $1 per hour, costs were cut in reducing the num- 
loyeet ber of months during which the tobacco was processed by 2-3 months. 
— This equalized the labor costs at the packinghouse to what it was before 
waste Budd decision. But in doing this the quality of the tobacco had 
. Adto suffer and became somewhat inferior in quality. Thus the manu- 
» thi facturer, our only market, receives far less usable tobacco. And the 
‘ manufacturers employ mostly all piece workers who depend entirely 
irying 2 usable tobacco wrappers. If the wrappers are only average the 
_ mos pieceworker consumes valuable time in sorting out the usable leaves 
which, under favorable conditions, should have been done in the 
rmeppackinghouse), and his earning potential is materially reduced. As 
r tog result, the farmer and his employees and the manufacturer and his 
ethegmployees have all suffered materially from this decision, to say noth- 
of fg of the merchants and other establishments in and around Quincy. 
the § If the desired results are obtained, the packinghouse employees will 
owifave longer employment, about 2-3 months more; the cigar manufac- 
haces urer employees will be supplied better tobacco leaf and they will earn 
| anffmore at piece rate. In total, it would mean an income benefit for 
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between 8,000 to 10,000 employees in an amount approximating $24 
$4 million per year. 

It is perfectly clear that a farmer cannot function without. a marke 
that everything done by a farmer is essential for the marketing of hi 
crops, and that the work of the packinghouse employees consisting 
mostly of workers from the farms in the preparation for market of th 
leaf grown exclusively on their farms, a leaf intended solely and exch 
sively as cigar wrappers and almost worthless as a commodity untils 
prepared, constitutes, as we have long known it, a practice performe 
by a tobacco farmer as an incident to, or in conjunction with, sud 
farming operation, including preparation for market. 

It is for these reasons, then, that we ask you to grant us reliel 
through our proposed amendment by including it as an integral par 
of any bill you consider during your deliberations to modify the provi 
sions of the Fair Labor Standards Act. 

Two other factors, of more recent origin, which are of extreme im 
portance to us, and which accentuate the pressing need for relief unde 
the act, are these: Last year, and the year before that, due to heavie 
than normal rainfalls, a considerable portion of our entire crop @ 
tobacco was waterlogged. This waterlogging is naturally harmfult 
tobacco as it is with any other crop. But with cigar leaf tobacer 
most can be salvaged and made marketable with minimal loss if tly 
processing in bulk can be extended another 3 months or so. Unde 
present conditions, to extend the process that long at $1 an hour woull 
have been more expensive to the farmers than to sell the waterloggel 
tobacco for the best possible price to oversea manufacturers of ver 
inferior cigars. If we could have performed the bulking process 
without the wage-hour law we could have reduced our losses consider 
ably. Since we could not, we chose the only alternative and sold thé 
tobacco for the best possible price, which was extremely low, but }j 
so doing our loss was much less than it would have been had ¥ 
processed it in the packinghouse for an additional 3 months. We dit 
what any other sensible businessman would have done. Although 
complete survey was made on the total loss among all the farmers?! 
the area, the best estimates—and they are fairly accurate—are that th 
total loss amounted to some $750,000 per year. This is quite a substal 
tial loss in dollars in an area of five small counties in the South involf 
ing one agricultural commodity. 
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The other important problem we must face is this: A machine nol 


in production takes cigar wrapper unusable waste, homogenizes th 
tobacco, presses it out, and makes wrappers out of it. Although it! 
usable as cigar wrapper, it will not, because of the homogenizatio 
process, have the exact taste or other qualities of a natural wrappe 
But these wrappers will undersell the natural wrapper to a consider 
able extent (about 50 percent) and the large manufacturers are uw 
questionably considering installing these machines for the manufat 
ture of cigars. So far they have been reluctant to install them. The) 
prefer to use natural rather than a superficial wrapper. Howevel 
they may have no choice but to install the machines. It is a fact many 
manufacturers will continue the use of natural wrapper if some for! 
of relief is given them through the proposed amendment offered her 
This is merely a prognosis of what is rapidly becoming a sick industry 
I am sure you can see what will happen to our tobacco farmers if tht 
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jachines become a reality with the cigar manufacturers we supply. 
he number of farms and farmers will be reduced 50 percent for the 


»pmple reason that all the heretofore unusable part of the leaf will be 


sable with the homogenizing machine, and less tobacco planting will 
required. And I am sure you can also understand what will hap- 
en to the laboring force in the manufacturing plants, which, by the 


Pay, are all organized under the AFL-CIO. A survey was made with 
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egard to the ultimate impact on the laboring force if one of the large 
wnufacturers, a buyer of our product, converted to these machines. 
might add here, parenthetically, that this company is leading the 
ght to maintain the use of natural cigar wrappers. This company 
mploys, in 3 plants, about 5,000 employees. About 40 percent of their 
tal force, or approximately 2,000 laborers, would be without work. 
his is an alarming figure when you realize it represents the impact 
tthree plants of one company. There are many other cigar manu- 
turers who would also be similarly affected. 

It is our considered opinion that the language of our proposed 
mendment would solve our problems. Any other language might be 
nfusing. The amendment spells out each and every facet of the 
ackinghouse processes and further spells out when the packinghouse 
peration has terminated—“prior to the stemming process.” There 
in be no mistake as to the nature of the employees embraced by this 
uendment—“by agricultural employees employed in the growing 
nd harvesting of such tobacco.” 

That, too, is clearly intended to mean the farm employees who 
orked the tobacco on the farms and then followed it to the packing- 
nse to further process it. Where a packinghouse operator employs 
her than these farm employees he should certainly not be privileged 
ith the exemption. 

Again, I wish to thank you on behalf of the Florida and Georgia 
igar Leaf Tobacco Association for your kind consideration in grant- 
ig us the opportunity to express our views in this matter and it is 
ped you will look favorably on our need for relief. Thank you, 
tr, Chairman and members of the subcommittee. 

Mr. Roosrvetr. Without objection, the record will be held open for 
week for any additional statement or any addendums that may be 
ibmitted during that period. 

Without objection, and subject to the wishes of the chairman of 
le subcommittee, the committee will stand adjourned until 10 o’clock 
onday, at which time the committee will have an executive session. 
(Whereupon, at 12:10 p.m., the committee was recessed, to recon- 
eat 10 o'clock Monday, May 23, 1960.) 
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STATEMENT OF KENNETH R. MOREFIELD, UNITED FRESH FRUIT & VEGETABLE 
ASSOCIATION, AND FLoRIDA FRUIT & VEGETABLE ASSOCIATION 


My name is Kenneth R. Morefield, of Orlando, Fla. I am administrative 
assistant to the general manager of the Florida Fruit & Vegetable Association, 
a member of the United Fresh Fruit & Vegetable Association of Washington, 
D.C. I appear here today representing United and also presenting the views 
of our Own membership. 

Both associations oppose the extension of coverage of the Fair Labor Standards 
Act of 1988. Further, we oppose restricting any of the existing exemptions in 
the act which apply to the handling and processing of seasonal fresh fruits and 
vegetables. We are in favor of the act being clarified so as to assure that the 
agricultural exemptions in the law are applicable to those operations which the 
framers of the law originally intended. 

The wage-hour law was enacted at a time when there was widespread unem- 
ployment and sweatshop conditions, and the law was designed to reduce the 
workweek and thereby spread employment among the unemployed and to elimi- 
nate the sweatshop conditions which then existed. The pattern of employment 
and the methods of payment of wages to workers in agriculture differ so substan- 
tially from other industries that these matters present special problems that 
cannot be the subject of legislation which is designed for industrial workers. 

The wage-hour law was originally designed and intended as a law to place a 
flor under wages, and the framers of the law had no intention that it be nor 
should it now be changed to, a prevailing wage law. Labor unions and other 
organizations are continually pressing for higher minimum wages and lower 
hours of work. Where those objectives can be reached through collective bergain- 
ing, it becomes a matter between the employer and the employee. However, 
Utopia cannot be reached by continually increasing the Federal minimum wage. 
This committee is considering a bill to increase the minimum wage to $1.25 per 
hour. Th passage of such legislation will, of course, have the effect of forcing 
wages up all along the line. The employee presently making $1.50 per hour 
would have to be increased to keep his pay in line with the lowest paid worker, 
and such an increase would create additional spiraling inflation. If a raise in 
the minimum wage law were all that was necessary to improve the economic 
condition of the country, the Congress, by the stroke of a pen, could raise the 
ninimum wage to $5 per hour, and we could then point with pride to a magnif- 
icent minimum wage. However, one scarcely needs to point out the disastrous 
effects of such an action. Next year, of course, bills will be introduced to raise 
the minimum wage to $1.50 per hour, and we will all be right back up here 
again. The administration, the Congress, and indeed, the entire population is 
concerned over rising prices and inflation. While it is recognized that safe- 
guards are needed to prevent sweatshop conditions, it should also be borne in 
mind that any widespread increase in the minimum wage, particularly in the 
agricultural industry, can only result in higher prices to the food consumer, 
which, of course, includes everyone. 

Let’s discuss for a moment the methods under which growers of fresh fruits 
and vegetables operate. First, there are no nrice supports under any of these 
commodities, and the industry wants none. When you put price supports under 
commodities, you provide that the farmer will receive a certain amount for 
his production. When you eliminate the chance of failure by such methods, 
you also eliminate freedom. The fruit and vegetable farmer wants to remain 
free. The fruit and vegetable farmer does not have too much trouble getting 
his planting done: and if fate is kind, and there are no weather disasters nor 
pests nor burrowing nematodes, he, eventually, with the help of God and a 
lot of luck, has a crop to harvest. But now his problems are only beginning. 
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He must be able to find available qualified workers to harvest and pack hj 
commodity. 

To do this, he calls upon the U.S. Employment Service, local facilities, as 
ciation facilities, and then goes to foreign lands to secure enough labor. 
number of farmworkers has dropped from 13.5 million in 1910 to 7.5 million nog 
but hired farmworkers have dropped from 3.4 million to 1.8 million. Thus, the 
is a continuing and ever-growing shortage of farmworkers. But if he is luck 
the farmer finds the workers to harvest his crop and have it packed. Then} 
is subjected to the vagaries of the market. It may cost him $3 to produce 
package of vegetables or box of fruit, and he finds that he is offered $24 
for it. The entire cost of growing and packing the commodity is borne by 
farmer, but then he must accept what the buyer offers. He cannot say: “4 
I won't accept $2.75. I want enough to realize a profit for my labors”: becang 
he may be sitting there tomorrow with that same package or box which is no 
worth less, or worthless. 

So—don’t for one moment lose sight of the fact that you are dealing her 
with an industry which has a problem. It is a problem with which the a¢ 
ministrative branch of the Government has wrestled for years, seeking a solution 
The President has challenged the Congress to find one, but none has been forth 
coming. Now—if you increase the minimum wage and if you expand ove 
time by removing the agricultural processing exemptions, you would have 
solution of sorts. It would be the same solution as a pitcher having the base 
full and delivering a home-run ball to the batter. The pitcher immediately 
finds he has no more problems, except getting to the showers. The fruit and 
vegetable farmer finds himself in a position rather analogous to that of the 
pitcher before the home run. Believe me, it won’t take many more hits befor 
the farmer is out of business. 

But there is a partial solution. Instead of adding to the burdens of farmer 
let them alone—at least for a little while. Let them remain untrammeled ani 
unburdened by restrictions which are going to result in ruin for many. And 
now, let’s discuss the specific measures being considered by this committee. 


HANDLING AND PROCESSING EXEMPTIONS 


The Fair Labor Standards Act contains three exemptions which apply to the 
handling and processing of agricultural commodities. Pending legislation pre 
poses to completely eliminate two of these exemptions from the act. Adminis 
trative action has already practically eliminated the third one. The elimination 
of these exemptions will result in increased costs of food at the retail level and 
lower income to the farmer. The food processing and handling industry is U- 
able to absorb any more increased costs of operation and any increase in costs 
will be passed along to the consumer or back to the farmer. 

The Congress which passed the Fair Labor Standards Act wisely included 
these exemptions, and the need for them is the same today as it was when the 
act was passed. Section 7(b) (3) of the act contains a partial exemption from the 
overtime provisions for industries declared to be seasonal by the Administrator. 

Agricultural products cannot be stored and processed at will, as is the case in 
a metalworking plant, but must be handled or processed when the laws of nature 
bring such products into maturity. If an establishment handling fresh fruits 
and vegetables could operate on a year-round basis, its owners would be happy 
to operate on a 40-week week, but such an establishment must operate whel 
nature produces its commodities, and must shut down when nature cuts off the 
supply of its commodities. 

Section 7(c) of the act exempts several operations from overtime for 14 weeks 
per year, including the first processing of, or canning or packing perishable o 
seasonal fresh fruits or vegetables, or the first processing within the area of 
production of any agricultural or horticultural commodity during seasonal 
operations. 

Here again the Congress acted wisely by including these exemptions in the 
law. These exemptions are needed in order that handlers and processors of 
agricultural commodities may continue to ship to the tables of America healthful 
foods at a price within the reach of all Americans. 

These exemptions were not written lightly into the law when first enacted, 
and nothing has changed in the 20 years that the law has been effective to wat 
rant the removal of these exemptions. As a matter of fact, the exemptions are 
needed more today than when the law was first enacted. Many of the persons 
who are employed in agricultural processing plants are persons who live ol 
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farms or who live in farm communities or small towns. Many of these persons 
will farm themselves until they can bring a crop into production and then they 
can work in the processing plants during the processing period. 

Thus, they are able to maintain a standard of living which is equal to, and in 
many cases, greater than that enjoyed by their city cousins. The farm popula- 
tion, as well as the number of farmworkers, is steadily declining; and the re- 
sult is a labor shortage for agricultural processing plants, as well as a farm 
® labor shortage. 

If these exemptions were removed, the result would be that many of these 
plants, especially small ones, would be forced to limit the operations to a 40-hour 
‘week. This would have several dire results. The take-home wages of the em- 
ployees would be reduced as they would be permitted to work only 40 hours a 
week, and since they are limited by nature to working only a few weeks a year 
in these plants, their annual earnings would suffer. 

The inevitable result would be that a good portion of harvested agricultural 
| hen commodities would not get handled or processed because the plant could not 
e ae afford to operate and pay overtime wages. 

ution The agricultural handling and processing exemptions are in need of clarifica- 
forth tion. Section 7(c) provides a 14-week exemption for the packing, canning, and 

OVer® first processing of fresh fruits and vegetables. However, due to the wording of 
Ave 4B the law, this exemption has been denied to fruit and vegetable handlers who 
bas@® haul goods from the field to the plant. Certainly the intermediate handler who 
iatel® handles the commodity before packing or processing should also be entitled to 
t amie the exemption. If the employee is employed by the packer to haul to the pack- 
f the inghouse, he is exempt—if employed by the intermediate handler and does the 
eforh same hauling, he is not exempt. The packing and precooling of vegetables in 

the same establishment are exempt under section 7(c), but if the packinghouse 
Meise operator performs the packing in the field, even a few yards from the packing- 
1 anh house, it has been ruled that the exemption no longer applies to the precooling. 

Alf This seems rather ridiculous. The exemption should apply to the operation, 
irrespective of the place of performance. 

In order to correct this and numerous other situations, we urge that section 
7(¢c) be amended to apply to all operations performed up to and including the 
o the packing, canning, and first processing. 

Much litigation and many problems have also arisen over the application 
rinis of section 13(a) (10), the area of production exemption. Due to the wording 
of this section of the law, the exemption may apply differently to two plants 
| a which are located side by side performing the same operations. It also may 
apply to some employees of a given establishment but be denied for others. 
coun Due to interpretations and definitions, the wage-hour administration has pretty 
well eliminated this exemption from having any benefit. The result is that 
del large farming operations have a tremendous advantage over small ones. In 
1 the order to clarify this situation, it is urged that complete study be given to the 
1» the rv of production exemption and that a reasonable definition be written into 

e law. 


luce 


CONCLUSION 


ture A study of this problem will instantly disclose that food prices at the con- 
ruits > sumer level will increase considerably by the following actions by Congress: 
aPPY F Increase in the minimum wage or reducing any of the exemptions for handling 
or processing agricultural products. 


F the This increase will result because farmers will be forced to limit production 
only to those crops and in those amounts that he believes will bring him an 
be adequate income, thus putting higher-priced raw food products into packing- 


houses and processing plants. These plants are absolutely unable to absorb any 
a of more costs, and will have to take similar steps as the farmer, thus adding 
further to the costs of food. The net result will be that, with an ever-growing 
the population and more persons competing for the existing or lessened food sup- 
o ply, the costs to the consumer will increase accordingly. It will also force out 
hte of employment those employees whose productivity is submarginal. 
: An additional factor which must be considered, and not lightly, is that if the 
ted, cost of producing foodstuffs increases, the competition from foreign countries 

such as Cuba and Mexico, will only aggravate the situation, as such foreign 


yi production will be in a much better competitive position. 
sons For the above reasons, we are opposed to increasing or extending the minimum 
, on | Wage and to the restricting of any of the exemptions now in the law which apply 


to the handling and processing of agricultural products. 
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GREENBELT CONSUMER SERVICES, INC., 
Beltsville, Md., May 25, 1966, 
SUBCOMMITTEE ON LABOR STANDARDS, 
Committee on Labor, 
House of Representatives, 
Washington, D.C. 
GENTLEMEN : This letter states the position of Greenbelt Consumer Serviggx 
Ine., with respect to fair labor standards legislation (H.R. 4488) now 








considered by your subcommittee. We would appreciate your including thy 
in the record of the hearings now being conducted. 

Greenbelt Consumer Services, Inc., is a consumer cooperative operating Super. 
markets, pharmacies, and service stations in the Washington suburban am 
of Maryland and Virginia, and in Westminster, Md. Ours is a chain retaj 
operation doing an annual volume of about $16 million in 10 supermarkets, ; 
pharmacies, and 7 service stations. This volume certainly takes us out of th 
small business class as that term is generally understood, but we are definite 
small in number of stores and sales volume when compared to the giants ¢ 
the retail industry with whom we must compete. 

We are in general agreement with the stated purpose of the proposed ameni. 
ments to the existing Fair Labor Standards Act. We feel that the operatin 
of the present act to date has been beneficial not only to the many workers wh 
have been affected, but to the total economy as well. It is our opinion that th 
act has operated without most of the dire economic results that were predicts 
for it during the discussions and testimony preceding its enactment. 

A great deal has been said, pro and con, about the advisability of extendix 
the coverage provisions of the act to include employees in the retail industry 
Basically, we have no quarrel with this. However, we are concerned over th 
many technicalities involved, particularly with respect to the overtime pr 
visions of the law, and strongly suggest that such provisions be very careful; 
worked out so as to insure fairplay with respect to the law’s application. 

Retailing in itself is not a complicated business, but the way it operates ir 
today’s economic system might well give that impression. The development ¢ 
fair labor standards legislation covering retailing must take cognizance of 
vast variety of conditions and practices which exist. Failure to take t 
factors into account will result in a bill which will not produce the results it 
authors expect. There is no easy solution to this problem. A great deal of pie 
and shovel work will be required and this subcommittee will have to exami 
earefully the specific conditions which exist in the different areas of retailing 
and in the different geographical parts of the country, and study the probab 
effect of the proposed legislation in the light of these conditions. 

There is every indication that this subcommittee is well aware of the proble 
and is working on it with these thoughts in mind. The wording of the propose! 
legislation shows that its authors have taken into account many of the speci 
situations that exist in retailing. It is our understanding that the primar 
purpose of the current hearing is to examine the bill as carefully as possibl 
in the light of the testimony presented. We have no doubt that a good bill wil 
result. 

First of all, it is important to recognize that back of most retailers’ objection 
to the bill is the concern that its application may place them in an unfavorabl 
competitive position with respect to the market in which they operate. Thi 
concern is a very real one with deep-seated roots, since one cannot operate i! 
the retail field without a constant awareness of the need to compete. Anythint 
which impairs a retailer’s ability to compete is going to be vigorously oppose 
and this problem might as well be faced head on. You will not argue it away 
nor get around it successfully. 

Our purpose is to point out one particular area of inequality which affects 
business. As the bill is now framed, our employees would be covered, as ¥ 
are engaged in an activity affecting commerce within the meaning of the at 
Our sales last year were about $16 million, and we employ nearly 700 people 
We will not be affected as far as wage rates are concerned, since we have alm 
no employees who are being paid less than the proposed $1.25 hourly minimum 


But we will be affected by the workweek provisions as they apply to one segmelif 


of our operation. 

We operate seven service stations. The employees in these stations work! 
48-hour week, which is standard in the industry in this area. Under the pr 
posed law, we would be required to pay time and one half for hours worked it 
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excess Of 40, instead of in excess of 48, which is our present arrangement. The 
important thing to us is that practically none of our competitors would be placed 
in this position, since they are exempt as the law now stands. They would be 
free to continue on the basis of 48 hours or more. 

Our principal competitors are the stations which carry the nationally adver- 
tised products of the big oil companies—Esso, Shell, Sinclair, Amoco, Texaco, to 
name but a few. The catch here is that the big oil companies do not, as a rule, 
operate these stations themselves. Some are owned by the oil companies and 
leased to a private operator; others are owned by the operator and merely 
carry the products of the oil company. Since most of these stations individually 


Pdoan annual volume of less than $500,000 per year, they would not fall within 


the provisions of the act. 
Technically, these are not chain service stations, since they are individually 


jf owned and operated. However, they have the advantages of a chain operation 


thi because of their close contractual association with the major oil companies 








whose products they sell. 

Such things as national advertising, technical assistance, personnel training 
facilities, and merchandising aids often place these operators in a position com- 
parable to a large chain. Certainly the availability of these services is a factor 
to be considered in judging their competitive position. There seems to be little 
basis for the additional advantage that would be afforded by an exemption from 
coverage by fair labor standards legislation. 

It can be fairly said that to consider and correct every inequality such as this 
would result in a bill that would be highly complicated and voluminous in 
length: yet, as we pointed out earlier, there is no short, simple solution to the 


E problem. To ignore the many seemingly minor factors that exist in retailing is 


toweaken the bill, since the cumulative effect of small inequalities can be critical 
in total. It is recognized that no bill such as this is going to be perfect, yet by 
working toward perfection, the final result can be a bill in which the authors 
can take pride and one which will come closest to accomplishing the good that is 
expected of it. 

We very much appreciate the opportunity to communicate to your subcom- 
nittee our comments on H.R. 4488, and trust that you will give serious considera- 
tion to our suggestions. 

Very truly yours, 
SAMUEL F, ASHELMAN, Jr., 
General Manager. 


May 23, 1960. 
Hon. Mrs. Joun B. SuLiivan, 
House Office Building, Washington, D.C.: 


Thank you for your letter concerning the Fair Labor Standards Act. As it 
was delayed in being forwarded on to my boat, this may not reach you by 
Wednesday as you requested; however, I will endeavor to get it off in time. 

What aroused me was an article in the Waterways Journal, in which the 
American waterways operators sponsored a group of witnesses at this hearing 
who are not representative of the towing industry. Just as the 40-hour week 
is the national standard, on the river the standard is 1 day off for each day 
worked. This is because we work a 12-hour day 7 days a week. Sundays and 
holidays not excepted. This when figured out on an hourly basis still figures out 
asa 44-hour week. All the major firms such as Mississippi Valley Barge Line, 
Federal Barge Line, Sacony Vacuum, Standard Oil of Indiana, Corgill, or rather 
Cargo Carriers. Inc., follow this. Then some of the smaller firms pay only 
three-fourths of a day for each day. TI believe some of the witnesses were in 
thiscategory. This figures out as a 48-hour week. 

Others pay only one-day off for each day worked which is a 56-hour week. 
Then there are several firms which are reputed to give no time off. It is diffi- 
cult to pin these down though. However, I do think it would he very revealing 
if the committee could have an investigator check out lines such as the Bonto 
Towing Co.. of Plaquemines, La., the Modern Barge Line, operated by Jack 
Nielson. of New Orleans or Harvey. La. T feel that if an investigator checked 
with some of the unions such as the National Maritime Union in St. Louis, they 
(the unions) could furnish the names of many more substandard companies. 
So many new firms bave sprung up recently in this industry that it is diffienlt 
for the men on the boats to keep up with them all, which is why T suggest 
that your investigator check with the various major unions such as the NMU, 
Masters, Mates & Pilots, and Marine Engineers Beneficial Association. 
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One other point I did not bring out, is that in figuring the time off, it 


on a straight daily basis. In any other industry, work on Sunday and Satuf 


day is on overtime rates. We are not compensated on that basis. I hope th 
you will investigate this industry and correct some of the conditions. 
Sincerely yours, 
WALTER Hass, 


AFFIDAVIT OF REUBEN Davis WILcox, SECRETARY-TREASURER, HARRIS-WItgl 
TIMBER Co. 

STATE OF MISSISSIPPI, 

County of Jones: 


This day personally appeared before me, the undersigned authority in and 
the jurisdiction aforesaid, Reuben Davis Wilcox who, being by me first duj 
sworn, on his oath states: 

The affiant is the secretary-treasurer of Harris-Wilcox Timber Co., a co 
poration incorporated under the laws of the State of Mississippi with its pri 
cipal place of business at Laurel, Miss., and that the books and records of th 
said corporation are kept by the affiant or under his direct supervision. 

That affiant is personally acquainted with one Pat Woulard, whose affidayi 
was filed with the House Subcommittee on Labor and Education at a hea 
before the said House Subcommittee on March 24, 1960; that affiant has reai 
a photostatic copy of the affidavit of said Pat Woulard, and affiant knows noth 
ing of the gross income of Pat Woulard or of certain other matters and thing 
contained in the affidavit of the said Pat Woulard but assumes that the affidavit 
of Pat Woulard was a purported statement of the affairs of said Pat Woulard fa 
the calendar year of 1959. 


The affiant further states on oath that Harris-Wilcox Timber Co. purchase 


pulpwood off and from the said Pat Woulard in the calendar year 1959 and that 
hereto attached as exhibit A is a detailed statement of the said corporation’ 
account with Pat Woulard for the year 1959: that the distances of the haul mafe 
by this producer does determine the amount paid per unit of pulpwood, that is 
to say, $17 per unit of 168 cubic feet up to 15 miles and $18 per unit for pulp 
wood hauled farther than 15 miles, and that this producer was paid $13 per unit 
for hardwoods but with no zoning, and that Harris-Wilcox Timber Co. alone paid 
to the said Pat Woulard for pulpwood purchased by it during the calendar year 
1959 the sum of $7,686.16, all as more fully shown by exhibit A hereto attached 
and made a part hereof. 

Further affiant saith not. 

REUBEN DAVIS WILCOX. 
Sworn to and subscribed before me this, the 19th day of May 1960. 
W. A. Bearp, Jr., Notary Public. 


[SEAL] 
My commission expires May 24, 1961. 
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Exuipir A.—Account of Pat Woulard with Harris-Wilcoxw Timber Co. for 1959 


























Number Price paid Number of 
Date | of loads Ticket number per unit (168 units Kind of wood 
cubic feet) 
Jan. 3 5 | 103, 108, 129, 148, 199....-......-.---- $18 9. 94 Pine. 
Jan. 10 © FP les eles Obes SOEs ee ie ep cckndssevnccnan 18 8.31 Do. 
Jan. 24 Tt. 4k A. See 17-$18 6. 48-2. 28 Do. 
Jan. 31 OT EE ccaddcdesandsentadiuscaddéhvehmnessnecncieses emetieh Agena 
Feb. 7 Oy Ey REINS cabs atest adn wusnddoestdgeenss onleuratiaginds en alone yenmeeaneledl 
Feb, 14 4 | 803, 818, 850, 835. .............-.---.- 13- 18 6. 68-1.96 | Pine-hardwood, 
Feb. 21 4 wy J Se eee 18 8.17 Pine. 
Feb, 28 ot 4 0 See errr. 18 6. 41 Do. 
Mar. 7 5 130, Ta Se SE Ss ce geconxnsoners 18 11.07 Do. 
Mar. 14 3 ¥ CESS Gee GRE Specs 8 8 Ee 18 6.35 Do. 
Mar. 21 0 | ES ae ee eS 
Mar, 28 MS SS ee a oe 18 2.17 Do. 
Apr. 4 BP Me Sol). Jc Leecsndoce ante sachuctnenacahedscecesdeptagatecnte 
Apr. 11 OR NOMS Tistiwsl. ite el le se 1 ace Se Bek 
Apr. 18 D £. ROU iva ed od hindw< bndayis dp he sa memaridg|ockiehtaneh bth- Snbtheg ie dines 
Apr. 25 4 | 23, 41, 62, 18 7. 86 Do. 
sy 2 9 120, 131, 158, 180, 208, 232, 255, “261, 279. 18 18. 00 Do. 
May 9 5 306, 339, 382, 7 Se ae ees Be eat 18 9.70 Do. 
May 16 4 | 500, 518, % Se ere 18 8.14 Do. 
May 23 itt ood. 58 den shacks tyetemarentionncsntreanhestanmuns anaes tedl 
May 29 BL See Fete PER cette wepbavangnedaovoawe 18 5.75 0. 
June 6 31:06, O07) BOB. Sail. Cdl ee neew 13- 18 1. 01-2.61 | Hardwood-pine 
June 13 5 oy 972, 979, 996, 1,000__.......-.---- 18 10. 47 ine. 
June 20 8 2, 39, 81, 100, 108, 123, 139, 1 ges 18 15. 91 Do. 
June 27 8 th 262, 85, 327, 347, 364, 374, 394__ 18 16. 46 Do. 
July 4 8 | 428, 455, 477, 500, 533, 553, 510, 584__ 18 16. 33 Do. 
July 11 5 | 670, 696, 722, 758, nN ena aR 17- 18 7. 02-2. 06 Do. 
July 18 6 | 800, 816, 855, 892, 923, 981__._...___--. 7- 18 4. 15-8. 10 Do. 
July 25 9 | 21, 37, 53, 73, 108, 141, 166, 199, 220. 17 18. 49 Do. 
Aug. 1 6 |. 342, 371, 384, 411, 315. ............-... 17- 18 7. 82-1. 33 Do. 
Aug. 8 6 | 418, 440, 466, 471, 9): Se 17 12. 46 Do. 
Aug. 15 Sk ON Sh ee eee 18 8. 23 Do. 
Aug. 22 2 DEAE aE ae SSS CE 18 3. 96 Do. 
Aug. 29 6 | 906, 18, 37,00, 74... ........-..~..---5 18 10. 40 Do. 
Sept. 5 6. Fee Cee aes Sle lare6 conk scons aneeens 18 8.13 Do. 
Sept. 12 Te Peter eree shore 18 7.30 Do. 
Sept. 19 DS pee Gee 6 steko  cctisscs sus c tive. 18 4.09 Do. 
Sept. 26 6 | 491, £09, 518, 531, 448, 470_........-..- 17- 18 6, 23-4. 05 Do. 
Oct. 3 4 | 603, 633, 659, 639. PI A RE LR eas 18 7.73 Do. 
Oct. 10 Vie. 4.| & See ey eee 18 7.05 Do. 
Oct. 17 BA MO; Bia sh ckadcdl ls 2. ess ecdabuel 18 3. 96 Do. 
Oct. 24 | 2 | 960, 976 ._- Bo REA 18 4.02 Do. 
Oct. 31 | 8 | 988, 7, 21, 33, “45, 54, 61, vs... 18 16. 04 Do. 
Nov. 7 11 | 85, 77, 94, 111, 116, 125, 138, “142, 156, 18 22. 95 Do. 
162, 176. 
Nov, 14 10 | 189, 202, 211, 270, 282, 251, 268, 311, 18- 13 12. 19-8. 11 | Pine-hardwood. 
332, 2 

Nov, 21 9 a} Ba 382, 403, 422, 446, 428, 456, 18- 13 16, 85-1. 18 Do. 
Noy. 28 | 4 483, M500, 530, 550 oe eee 18 8. 38 Pine. 
Dee. 5 | 5 | 584, 630, 648, 665, 689_ papas ou esne 18 11.14 Do. 
Dec, 12 | 7 | 704, 841, 851, 758, 772, 794, 815_....--- 18- 13 5. 91-8. 62 | Pine-hardwood. 
Dee, 19 | gt CPS NR ie ei eS | Pee PE > oe 
Dec, 26 | Pe Cee Co is a sew tncas caus ed Shee. AE Se 425% 

| 224 430. 81 

' 1 








STATEMENT OF Ezra TAFT BENSON, SECRETARY OF AGRICULTURE 


The Department of Agriculture appreciates the opportunity to present some 
facts with regard to the economic effects on farmers of increases in the minimum 
wage level. The production, processing, and distribution of food and fiber con- 
stitute a large and important segment of our economy. Farmers are happy to see 
good wages in industry because well-paid workers make good customers for farm 
commodities. However, they are concerned about continuing increases in the 
price of things they must buy—machinery, tools, and materials of production. 
Price inflation is erosive of the value of all citizens’ earnings. It is especially 
dificult on farmers. Actually, there would be great advantages to all segments 
of the economy if some prices could be reduced as productivity per man-hour 
goes up. Farmers are greatly concerned about the continuing upward trend of 
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industrial wages and prices because they rely more heavily than ever before on 
the products of industry to carry on farm operations. Farmers are at present ip 
serious “cost-price squeeze” situation. 

The economic status of agriculture has an important effect on the economy of 
the entire Nation. The farm plant in America each year purchases about 17 
billion dollars’ worth of goods and services for use in production of food an 
fiber. To this it adds about an equal value, making a total value of farm pro. 
duce as it leaves the farm of about $34 billion. Processing and distribution add 
another $45 billion, which makes a total value of output attributable to agricul: 
ture of around $80 billion. 

About 20 million people, 12 percent of our total population, live on farms 
The farm work force averages monthly over 7 million workers and reaches a peak 
of over 9 million usually in September. The number of hired workers in the 
farm work force averages about 1.9 million and ranges from 0.9 to 2.8 million 
during the year. 

Just as industry is one of the best customers for agricultural commodities, 
so agriculture is a major user of the products of industry. A _ technological 
revolution is now going on in agriculture. Mechanization is taking place at an 
unprecedented rate, For example, since the 1947—49 period there has been roughly 
a 47-percent increase in the number of farm tractors, twice the number of grain 
combines, and nearly 614 times more pickup hay balers. Each year farmers spend 
about $2% billion for new tractors, machinery, and equipment and about the same 
amount for fuel, lubricants, and maintenance of this equipment. Farmers use 
over 3 million pounds of rubber, around 6% million tons of steel, 24 billion kilo 
watts of electricity, and 50 million tons of fertilizer and other chemicals in the 
production of crops, livestock, and livestock products. 

In addition to the production of agricultural commodities, we are also con- 
cerned with those businesses that supply our farms with the items used in pro 
duction as well as the concerns which process and distribute the food and fiber 
produced on our farms. For every 10 workers on American farms there are 
approximately 7 workers engaged in supplying farmers with goods and services 
used in production and approximately another 10 workers engaged in processing 
and marketing food and fiber. It is estimated that more than one-third of our 
entire labor force is engaged in activities related directly or indirectly to the 
production, processing, and distribution of farm commodities. 

We are concerned with the rising cost of farm operations, generated in large 
part by increases in nonfarm prices and wages. These have adversely affected 
realized net farm income. Farmers continue to pay higher prices for those 
items of industry that today are so necessary to the production of food and fiber. 
The volume of such items has increased 40 percent since 1940. They also are 
paying higher wages for farm labor. Since 1947-49, while overall farm pro 
ductivity was increasing 23 percent and net farm income was decreasing 3 
percent, farm wage rates were increasing over 40 percent. 

Farmers are not the only group in our economy which have been faced with 
rising costs in recent years. But because of limited economic power they have 
been unable to pass on their increased costs through higher prices. Instead, 
farmers’ incomes have not kept pace with those of industry or labor. Other 
sectors have been able to adjust to their higher costs by raising prices. This 
has contributed to the “cost-price squeeze” in agriculture. 

Farm wage data clearly indicate that the previous increase in minimum wages 
from $0.75 to $1 in 1956 affected the wage rates paid by farmers. There was 
far more than a normal increase in farm wage rates the year that the last im 
crease in the minimum wage became effective and a similar effect on farm 
wages is anticipated should the minimum wage again be increased. 

A preliminary analysis made in the Department indicates that raising the 
minimum wage to $1.10 per hour and extending tne effects of the increase to 
farmworkers would tend to increase farmers’ overall costs by about $300 million 
per year. A raise to $1.25 per hour would increase their costs by about $650 
million annually. 

Increases in marketing charges resulting from such action would increase 
food costs to consumers by some 0.5 to 1 percent at the $1.10 per hour level and 
from 1 to 2 percent at the $1.25 per hour level. 
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STATEMENT OF WILLIAM J. CLEVELAND, DIRECTOR FROM THE STATE OF LOUISIANA 
OF THE NATIONAL AUTOMOBILE DEALERS ASSOCIATION 


SUMMARY 


The National Automobile Dealers Association, representing more than 21,000 
franchised new car and truck dealers, opposes enactment of H.R. 4488, which, 
among other things, would limit or abolish the existing retail and service estab- 
lishment exemption and extend Federal wage and hour coverage, for the fol- 
lowing reasons: 

(1) It would tend to bring practically all automobile dealers under the law. 

(2) Limitations imposed by this bill, the business use test, would have the 
effect of discriminating between competing automobile dealers. 

(3) Discriminations between automobile dealers and competitive retail and 
service establishments would result. 

(4) The Fair Labor Standards Act never was intended to apply to a local 
automobile dealer. 

(5) The nature of an automobile dealer’s business makes it impracticable for 
him to comply with the requirements of the proposed law. 

(6) The term “affecting commerce” used in this bill is too vague to enable the 
average automobile dealer to determine whether he comes within the coverage of 
the proposed law. 

NADA respectfully requests that the subcommittee (1) preserve the retail and 
service establishment exemption now contained in the Fair Labor Standards 
Act in its present form, and (2) reserve to the several States any regulation of 
the wages and hours to be observed in local retail and service establishments. 


STATEMENT 


Mr. Chairman and gentlemen of the committee, my name is William J. Cleve- 
land. I am a native-born citizen of the State of Louisiana, and I have been 
engaged in private business in our State for 37 years. Twenty-one years of my 
business career have been spent in the retail automobile business as the owner of 
Cleveland Motors, a Ford agency in Crowley, La., a city of 15,496 population 
located 190 miles west of New Orleans. 

I have been active in business, civic, and political affairs in my local com- 
munity and in the State. At present, I represent the State of Louisiana on the 
board of directors of the National Automobile Dealers Association, the trade 
association which is composed of approximately 21,000 franchised new auto- 
mobile and truck dealers of America. I am a member of the National Affairs 
Committee of NADA. I am a former president of the Louisiana Automobile 
Dealers Association, Inc. Also, I have been a member of the Louisiana State 
Legislature for 16 years, and at present I am chairman of the senate finance 
committee, 

These biographical references have been made, Mr. Chairman, not for the 
purpose of personal aggrandizement, as I am sure you appreciate, but to indi- 
cate to you that I possess a modest background and reasonable knowledge of the 
retail automobile business, the affairs of my State and the United States, which 
would be seriously affected by enactment of certain proposed amendments to the 
Fair Labor Standards Act which your committee has under consideration at this 
time. I refer to those amendments which would alter the retail and service 
establishment exemptions provided for in the present law. 

I wish to thank you for the privilege of testifying today on behalf of the 550 
franchised new automobile and truck dealers of Louisiana and the other 21,000 
dealers throughout America. 

Mr. Chairman, we believe we can demonstrate thdt grave consequences would 
result to this large retail segment of the American economy, employing approxi- 
mately 680,000 persons, if the present retail and service establishment exemption 
is removed from the Fair Labor Standards Act. We are vigorously opposed to 
removal of the existing exemption. 

One provision of the bill indicates that, with insignificant exception, all auto- 
mobile dealers will be covered by section 3(t)(7), and yet it will be virtually 
impossible for a dealer to determine whether he comes within the increased cover- 
age provided for in the pending bill. This is so because the proposed increased 
coverage would extend to all employees of any employer who has only one em- 
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ployee engaged in an activity “affecting commerce.” There is no more illusi 





concept in the law than the concept “affecting commerce.” Nor is the term j 


any way clarified by the definitions appearing in the bill. 


Penalties for violation of the Fair Labor Standards Act are very severe, sing 
they provide for retroactive double liability plus attorneys’ fees and crimin) 


punishment. An employer who is to be made subject to the act should 
apprised of that fact in clearly stated and readily understandable terms. % 


impose upon him the impossible task of determining whether his business is oy 
“affecting commerce” is to fail to inform him of his responsibilities and punig 


him for violations of which he is unaware. 


It may interest you to know that of the total retail trades in Louisiana, fray 
chised automobile dealers employ 7.8 percent of all the employees engaged } 
retail business, pay 13.3 percent of the payrolls paid in the retail business, an 
make 13.2 percent of all the sales. So it is apparent that even though the ant 
mobile dealers of Louisiana are small independent businessmen, collectively, % 
are a significant factor in the business life of our State, and the same may} 


said of us in all other States of the Union. 


About the same percentage figures would apply generally throughout th 


country. 


Although I am situated in a small city and on a comparative basis conside 
my dealership to be average in size in Louisiana, the conditions that prevail 
in my dealership and in my city may be said to be typical of other dealership 
so situated throughout the State and Nation. Yet there are some pronounce 


differences between dealerships, located as I am, and those situated in metm 
politan areas such as Shreveport, Baton Rouge, and New Orleans. The differ 
ences existing between the various cities and parishes within our State demor 
strate the impracticality and unrealistic proposal to legislate one unifom 
standard of hours to be worked and wages to be paid in Louisiana alone by all 
dealers and all retail and service establishments, and even more so throughout 
the United States where certainly the differences might be even greater. 
There are several characteristics of automobile retailing which should bh 
recognized in considering the proposed changes in the law. A new automobile 
or truck is a high unit cost item which produces a small percentage of profit 
when compared with total gross sales. Therefore, to impose a $500,000 standard 
as one of the yardsticks for coverage under the proposed law will result in over 
50 percent of the dealers in Louisiana and 55 percent in the Nation being 
subject to the minimum wage and overtime requirements of the law. This 
would encompass some dealers in small rural communities as well as dealers in 


the large metropolitan areas. I would be covered in Crowley. 


On the face of it, one might inquire, “What is wrong with that?” There ar 
several very good reasons why such a condition would be undesirable. 

Such extension of coverage would have discriminatory effects, since it would 
place some dealers under the wage and hour standards of the law, and exempt 
others. This condition would exist notwithstanding the fact that exempt and 
nonexempt dealers may be located in the same community, even across the 
street from one another, be keen competitors, use the same type of labor from 
the same labor market, and employ similar, if not identical, pay practices. 

Moreover, automobile dealers operating repair shops and service stations are 
in direct competition with independent garage owners and filling station oper& 
tors which do not sell motor vehicles, and most of whom would be exempt. Be 
cause the dealer is selling a high unit cost product, he may be made subject 
to the act despite the fact that he has only a few employees and a small place 
of business. On the other hand, other retail and service establishments having 
larger places of business and more employees would be exempt because they 


sell low unit cost products. ¢ 


To avoid being blind to the realities of distinguishing characteristics betwee 
varving localities, recognition of the hours to be worked must also be noted. 

The sales and service area which we serve in Crow'ey is largely agricultural 
in nature. We are known as the rice capital of America. This means that 
customers who depend upon us do not conform to a uniform work pattern. of # 
hours of work a week. each week in the year. Neither can we, if we are 
accommodate their needs and desires. Business in Crowley is primarily com 
trolled by the weather, bv the seasons of the vear as they affect the planting, 


cultivating, harvesting, milling, and selling of rice. 


There are equally good reasons why dealers situated in metropolitan areas, 


such as New Orleans, conform to their own pattern of operations. 
and social factors of the locality require it. 


The economie 
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This may be more vividly demonstrated to you by comparing wage and hour 
conditions in the automobile business in Crowley and New Orleans. 

The average employee workweek in my business is 52% hours. This is true 
with respect to the employees of other dealers in Crowley also. 

This figure should be compared with the average in New Orleans which is 
4914 hours and the overall national average of 4314 hours. 

With respect to the question of hours worked, the differences within a State, 
as shown in Louisiana, as well as the difference existing between the several 
States, make it apparent that for the Congress of the United States to arbitrarily 
set one pattern for the entire Nation is to ignore the very real differences that 
dv exist because of local conditions. The results of such action would be in- 
effectual in some areas and catastrophic in others. 

In considering the hours per day and the days per week that an automobile 
dealership is kept open, wide variances will be recognized within New Orleans 
itself. Most dealerships are open 5% days in all departments. Some sales de- 
partments are operated 13 hours a day, 6 days a week. In one case a service and 
parts department is open 24 hours a day, 7 days aweek. 

The dealers in Crowley normally operate all departments 514 days a week 
averaging 5214 hours worked each week. Because we serve an agricultural 
community, our hours of operation of necessity must more nearly conform to 
our customers’ hours than the pattern set by the economic life in the metropolitan 
areas. 

Let us Compare wages paid in Crowley with those paid in New Orleans. The 
average weekly income of my mechanics is $85, while it ranges from $75 to $200 
in New Orleans. 

Painters’ weekly wages in New Orleans go from $75 to $150. Mine receive $85 
per week. 

Body repairmen earn from $65 to $175 per week in New Orleans, and I pay 
mine $70, 

Upholsterers receive from $65 to $125 weekly in New Orleans, and they average 
$90 in Crowley. 

My parts department men average $290 a month, while in New Orleans they 
average $320. 

In New Orleans, service salesmen range from $260 to $325 a month, and I 
average paying mine $300. 

Overtime as such is not paid in Crowley. On the other hand, in New Orleans 
you have varying conditions and practices prevailing. Some firms pay the 
regular rate of pay for all work over 8 hours a day, while others pay overtime 
at 1144 times the regular rate for all hours over 40 in a workweek. One firm 
pays overtime after 45 hours to shop employees. Several firms pay incentive 
bonuses. 

So you see, different hours are worked and different wages are paid in Crowley 
and New Orleans. And I submit to you, gentlemen, that such variances are 
hormal, natural, and the way it should be. The entire pattern of life is different 
between a small rural community and a vast metropolitan seaport. The stand- 
ard of living is different. Values are different. And the economie and social 
forces that have brought these two distinct ways of life into being, and which 
have nurtured and developed these equally successful ways of existence, should 
hot be destroyed by Federal fiat or cast into one common national mold as a 
result of congressional action. 

Responding solely to the economic laws of supply and demand and recognizing 
our moral and social responsibilities, the automobile dealers of Louisiana, and 
the Nation, have constantly raised the wages of our employees. This we have 
done without the force of Federal statute, and this we will continue to do with- 
out the enactment of new laws. Along with ever-increasing wage rates, other 
benefits have been conferred upon our employees. These too will expand with 
our financial ability to do so. 

Wages have to be earned and justified to be real and permanent. If you 
legislate contrary to the economics of the situation, you merely give impetus to 
the spiral of inflation. The results of that unhappy condition require no elabora- 
tion by me. 

If governmental action is deemed desirable, then that determination should be 
nade on a State level and exercised by the State and not the Federal Govern- 
mhent. 

From the figures I have presented to you, it is apparent that practically every- 
one in the automobile retail trade in Louisiana is making well over $40 a week 
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and averaging well over $1 an hour. In my case, the average weekly pay pe 
employee is $68 and the average hourly rate $1.30. Gross average hourly eg 
ings for the State are close to $1.60, and for the Nation, $2. 

These differences within our own State with respect to the hours a man } 
to work to get the required job done and the pay he is to receive for his servic 
demonstrate beyond any shadow of doubt that when change is desired or m 
quired, the matter should be resolved by the economics of the situation with) 
the State, by the State. 

The retail automobile dealer is a local businessman, and we oppose the exte 
sion of the act to him because of the local character of the business he operate 
The law as originally written was intended to exempt him. As President Roo 
velt stated in proposing minimum wage legislation to Congress in 1987: “they 
are many purely local pursuits and services which no Federal legislation cq 
effectively cover.” Then Senator Hugo Black (now Mr. Justice Black) # 
sponsor of the legislation in the Senate, expressed the same view when he sai: 
“businesses of a purely local type which serve a particular local community, ani 
which do not send their products into the streams of interstate commerce, ea 
be better regulated by the laws of the communities and of the States in whid 
the business units operate.” 

The francised automobile and truck dealers’ establishments are typical ¢ 
the local businesses referred to in these quotations. 

If H.R. 4488 is enacted, it cannot but help produce one or more of the follow 
ing adverse effects within the retail automobile industry which will make itself 
felt throughout our economy: 

1. We will lay off employees. 

2. We will reduce the number of hours worked by those retained which wil 
diminish their income. 

3. We will reduce present services. 

4. We will charge more for our product and services. 

We, in the automobile business, are proud of the progress we have made ii 
raising wages in the past under the present law. We feel equally confident 
that we will continue to make sound and lasting progress in the future, if 
allowed to do so the way we have been in the past. It is essential to our entir 
economy, if not to our very business existence, that the retail and servit 
establishment exemption existing in the present law be preserved unchanged. 

I thank you. 


STATEMENT OF NATIONAL RETAIL FURNITURE ASSOCIATION, SUBMITTED BY 
Rawson HAVERTY, MEMBER, BOARD OF DIRECTORS 


My name is Rawson Haverty. I am president and treasurer of the Haverty 
Furniture Co., of Atlanta, Ga. We operate 46 stores in 10 States: Virginia 
North Carolina, Tennessee, Georgia, Florida, Alabama, Louisiana, Arkansas 
and Texas. 

Our business was established by my grandfather, J. J. Haverty, in Atlanta, 
Ga., in 1885. 

I appear here as a director of the National Retail Furniture Association to e& 
press the position of the board of directors of the association on the legislation 
being considered by your committee. 

Our national association was founded in 1921. Members of our associatia 
number about 4,500, and operate about 8,500 stores, mostly family-owned. 

Just to give you some idea of the place of furniture retailing in the Nation 
economy, the Census Bureau reports more than 225,000 people employed in retail 
furniture and home-furnishings stores, and annual retail sales in excess ¢ 
$5 billion. 

OUR POSITION ON THE PROPOSED LEGISLATION 


The position of the directors of the National Retail Furniture Association 
that retail furniture and home-furnishings stores, like all other retail trade 
should continue to remain exempt from the provisions of the Fair Labor Stant 
ards Act, as previously decided by Congress in 1938 when the law was 
enacted, and again in 1949, when Congress deliberately amended the law 
strengthen and clarify the exemption for retailing. 

The National Retail Furniture Association is a constituent sustaining mei 
ber of the American Retail Federation. We fully support the general arguments 
for retaining the retail exemption intact, which have been presented by fhe 
federation to your committee. 
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Although the Members of the Congress who drew the original Fair Labor 
Standards Act in 1938 never contemplated that the act apply to retailing, and 
they so specifically stated by that section of the act known as the “retail exemp- 
tion”; yet the retail exemption has become a perennial question. We have de- 
fended the exemption often in the past, and we still defend it. 

The opposition of the National Retail Furniture Association to any change in 
the retail exemption is based on the following points: 

(1) It would, we believe, be unconstutional for the Federal Government to 
regulate retail trade: Retail stores are established to serve the needs of a local 
community ; and, except when an accident of geography situates a retail store 
next to a State border, does not sell and deliver into other States. Retailing 
then is purely local in nature, and this is an area of regulation which the framers 
of the Constitution specifically reserved to the State governments. In recogni- 
tion of this, 28 States and the District of Columbia have laws regulating wages 
and hours of retail establishments operating within their borders. To federally 
regulate a purely local activity in an unwarranted extension of Central 
Government. 

(2) Coverage is unnecessary as far as the retail furniture business may be 
concerned: The most recent adequate survey was made by the Bureau of Labor 
Statistics in October 1956, which survey reported that of over 205,000 full and 
part-time nonsupervisory workers in the furniture and home-goods stores, the 
average hourly pay was $1.62, excluding overtime. 

(3) The act applied to retailing would be inflationary: The overtime provisions 
of the law would require substantial increases in salaries in many instances 
without any compensating increase in sales or services performed. 

The net effect would be a higher cost of doing business; and, as the furniture 
business (contrary to popular rumor) operates on slim profit margins, the final 
result must be higher prices on the merchandise sold. 

(4) The wage and hour law, as proposed, would impose procedures upon re- 
tailing, foreign and unnatural to long established methods of operation: Paying 
wages by the hour is ideally suited to industry and to the assembly line method 
of producing. The operator of a factory can reasonably expect to start the 
assembly line at a certain time and stop it at a certain time. If he has allowed 
the assembly line to move along for a certain number of hours, he can reason- 
ably expect to have produced a known number of units and to compensate those 
employees working on the assembly line according to the number of hours they 
have worked. Retailers would prefer to work that way. Unfortunately, how- 
ever, when we open our doors at 9 in the morning, customers do not automatically 
walk in in assembly line fashion. 

Quite often, particularly in smaller cities and in smaller stores, there is more 
time spent waiting for the customer than waiting on the customer. This condi- 
tio extends not only among the sales force, but to the supporting service per- 
sonnel; for when no sales are made, it is unnecessary to make deliveries, and 
there is waiting time put in at the warehouse and by the drivers. 

Retailing, then, normally requires longer hours, but the hours are not all 
productive. It is the general rule, particularly among retail furniture stores, 
which are largely family operated and small to medium size businesses, to permit 
the personnel, sales and service, to be away, to shop, to go to the doctor or to the 
dentist when activity at the store does not require their presence. 

Retailing is a steady business. People are generally paid by the week or by 
the month, and, if they are capable, are assured of steady employment through- 
out the year. The result does not compare unfavorably with manufacturers who 
may pay a higher hourly wage, but employ their people only 4 days a week. 

To impose upon this established and natural method of operation a Federal 
law which would require each employee to check in on a timeclock, and check 
out when they go shopping, to check back in—accounting for each hour—would 
in effect be imposing upon retailing, methods foreign to its nature. 

(5) To extend coverage to some retailers in effect covers all: Retailing, being 
entirely local in nature, must compete in the local labor market for its employees, 
and thus each retail business pays the going rate in his locality. 

Regardless of the size of a business, if the furniture store across the street is 
paying its drivers $80 a week and its helpers $75 a week, then if I am to main- 
tain competent employees, I must pay a like wage. There is no relief for the 
very small retailer by excluding him from the provisions of this law if his neigh- 
bor across the street is included. 

(6) Compliance is impractical and punitive: Two principal points support 
this statement. First, the Bureau of Labor Statistics survey clearly points 
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out that there is a substantial difference in wages paid in large metropolitg 
communities and in smaller communities, particularly rural. This is norm 
and natural, as costs of living are greater in metropolitan areas than in rural 
In rural areas there is little cost of transportation to and from work: ofte 
men walk home to lunch; rents are not so high; and so on. To require th 
businessmn in a smaller city or rural area to pay a wage commensurate with 
the wage paid in metroloplitan centers is punitive. 

Secondly, to require that certain employees such as commission salesma 
be paid on a wage and hourly basis is impractical and punitive. 

It is the normal method of operation for most furniture stores that thei 
salesmen be guaranteed a certain minimum salary for the month against; 
percentage commission; that is, normally they would receive a commission ¢ 
3 to 5 percent of the sales they produced during the month. However, they 
would be guaranteed a minimum of, say, $400. 

As written, the wage and hour law would require that the minimum ané 
percentage be adjusted to a 40-hour weekly unit regardless of the salary 
which the salesman might earn on a monthly or annual basis. 

For example, take a salesman who earns commissions of $150 during 1 
week, and spends 49 hours to make his sales; then, under the law, his 
called regular hourly wage for that week would be $3.06. (We reached that 
figure by dividing $150, his earnings, by 49, the hours worked. ) 

Under the law, he would have to be paid $13.77 extra for the 9 hours he 
worked over 40 hours in that week. (This $13.77 is the result of multiplying 
one-half of his regular hourly wage by 9—9 being the number of hou 
he worked over 40 hours.) His pay, then, for the week would become $163.7, 
rather than $150. 

Now, we stated above that overtime provisions of the law were in many 
instances purely inflationary. Let’s apply that point to the example just made 

Let’s assume that the salesman’s commission rate was 5 percent. If he 
earned $150 at 5 percent, this would mean he sold $3,000 of furniture that week 
To recover the increased cost for overtime pay, the retail price of that furnitur 
would have to be increased by $275.40 to $3,275.40. At 5-percent commission @ 
275.40, his earnings would be increased by $13.77, the amount of premium over 
time that he would have received under the provisions of the law. 

The increase of $275.40 is over 9 percent of $3,000. So, in this example, t 
meet the overtime pay of this retail salesman, as requested by the law, th 
retail price of furniture would have to be increased by over ) percent. That’ 
inflation. 

In addition to this objection to wage-and-hour coverage for commission sale 
men, we do not understand why a law which deals with labor conditions dett- 
mental to the maintenance of the minimum standard of living necessary fo 
health, efficiency, and general well-being of workers should be amended to cor 
trol and generally increase the salaries of highly paid retail furniture salesme. 

These men are not being paid substandard wages. Retail furniture sellin 
is one of the highest paid forms of retail selling. There is no problem her 
that calls for remedial legislation. In fact, the Federal Labor Department 
under the exemption of executive, administrative, and professional employet 
in section 13 of the FLSA already exempts executive employees making mor 
than $80 a week and administrative employees making over $95 a week. 

Many of the retail salesmen in a furniture store will make in commission 
in good weeks much more money than the $80 and $95 a week exempt executive 
administrative or professional employees: yet the bills now before the committe 
would apply mandatory premium overtime pay rates to these retail salesmen fo 
any hours over 40 in any week. 

If executive employees making over $80 a week can be exempted, we see 
reason for legislation to cover under the law retail furniture salesmen wh 
make even more than $80 a week. 

I am repeating, but to require that commission salesmen be paid on a wage 
and hourly basis is unnatural, impractical and punitive, punitive not only to tht 
store, but to the salesman himself: for a store could not afford to permit a salet 
man to exercise initiative and enterprise in producing sales other than durin 
the official hours. This point is particularly true in the furniture business, ® 
furniture is a large ticket item involving substantial outlays on the part of fhe 
customer. Much preparation and effort on the part of the salesman is tf 
quired. Often there is a sustained build up—telephone calls, visits to th 
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eustomer’s home, taking samples to the customer’s home, visits to the store— 
before the customer says, “I'll take it.” 

To be brief, the yardstick by which a salesman measures the results of his 
efforts is not hours, but sales. 

(7) The administration of the law inherently tends to disrupt good employee 
relationships: One of the basic requirements of the law is that a large, legal 
looking notice be posted prominently where employees might see it. The poster 
emphatically states in large type that the Federal Government requires the em- 
ployer to pay certain wages and on a certain basis. By so stating, it implies 
that unless the Federal Government so required, the employer would not do so. 
“A suggestion of compulsion is added.” 

Secondly, in the administration of the act, it is customary that a Federal in- 
yestigator call on each establishment, and, after checking over the payroll, he 
requests a conference room where he privately interrogates each individual, 
asking what their salary is, when they report to work, how much overtime they 
are putting in, and so on. Regardless of employee practices and relationships 
existing before such inspections and interrogations, the mere fact that a Federal 
investigator conducts such a private conference tends to create a suspicion that 
the employer has not been paying all that he should, or that the hours have 
been too long, or that the employer would have paid less if he had not been 
forced to comply with a law. Again, “A suggestion of compulsion has been 
added.” 

With your permission, I would like to demonstrate the effect of the wage and 
hour law on one of our retail stores. This is a retail furniture store with a 
yolume last year of approximately $420,000. The location is an Alabama city 
with a population of about 45,000. This is a separate corporation owned by 
Haverty Furniture Cos., Inc., and as such would come under the wage and 
hour law. 

I would estimate that 80 percent of the goods it sells are received from out of 
State; yet almost all of the retail sales are delivered within the State. 

This is a successful store, and makes what we consider a good net profit. 

Its personnel number a manager and 14 employees. Most of the employees 
have been with the organization a number of years, are capable and satisfied. 

Our policy, as it is in all of our stores, is to maintain wages relative to and, 
if it can afford it, slightly above normal wage level for like employees in that 
area. While we have no accurate figures on this city, we believe we have main- 
tained that policy. 

The store opens at 8.30 in the morning and closes at 5:30—unless, of course, 
there is a customer in the store at 5:30, in which event we stay open until the 
customer leaves. The store remains open 5 days a week, plus a half day (from 
8:30 until noon) on Wednesdays. The regular hours are approximately 43% 
a week, 

During the Christmas season, which runs from Thanksgiving until Christmas, 
the store remains open all day 6 days a week and 1 evening a week until 9. 

Delivery personnel are expected to complete assigned deliveries, even though it 
may require their being out after the retail store has closed its doors. After- 
hours delivery is kept to a minimum. 

The store employs three salesmen who operate on a straight commission basis. 

Employees are permitted to be absent from the store on errands if their work 
is up and activity at the store does not require their presence. When employees 
are away sick, their salary is not reduced. 

a keep no time clock, so we have no accurate check of hours worked by em- 
Ployees. 

Fringe benefits include discounts on purchases, yearend Christmas bonuses, 
low cost group insurance and hospitalization, vacations with pay (except for 
commission salesmen), and a retirement plan. 

The atmosphere of the store is pleasant. The surroundings are attractive. 
The store is air conditioned. It is convenient to downtown shopping and to 
rerpurants, Being a small town, some employees are able to walk home for 
unch. 

In arriving at the figures presented, we have taken the annual salaries, includ- 
ing vearend bonuses, and divided that by 52, to arrive at an average weekly 
salary. The result is divided by 43% hours to produce an hourly wage of $1.37. 

However, the wage and hour law would require that the weekly salary, re- 
gardless of the hours worked, be divided by 40 to determine the basic hourly 





1398 MINIMUM WAGE-HOUR LEGISLATION 





wage rate. This we have done to produce an hourly rate of $1.48. This We 
rate has been multiplied by 1144 to compute the basic rate for overtime, and thaff the F: 
in turn, multiplied by 344 hours. Ali of this is added together to compute thf tion’s 
required salaries under the wage and hour law. by the 


First, as the law is presently written with a rate of $1 an hour, plus one-anjf Associ 
a-half times the base rate for overtime ; and second, as proposed at $1.25 an how We 
plus one-and-a-half times the base rate for overtime. 

The result at $1 an hour would require a minimum increase of 22 percent j 
weekly salaries. At $1.25 an hour, an increase of 49 percent would be require 

Such forced salary increases are unnecessary, inflationary, and economical) 
unjustifiable. 

To repeat, this is a relatively small business, a successful business, and th 
people employed have been there, in most instances, a number of years and ap 
happy and satisfied. The wage rates paid are substantially the same as tho» My 
for like businesses in the same locality, and we believe a bit higher. re 


We submit that to retain the retail exemption would be to the best interes oe A 
of the consuming public, to the retail furniture store employees, and to retail caer 
furniture store owners. land t 

We respectfully request your committee to retain the retail exemption inta¢ Ameri 
in the Fair Labor Standards Act. To repeal the coverage in part would meg Fores 
extension of full coverage to everyone within a few years. use of 

Wit 
RECOMMENDATIONS FOR CHANGES IN H.R. 4488 propo 


Specifically, we recommend that in section 3(a) of H.R. 4488, page 2, line mp th 
the words “closely related” be restored after the word “any.” In the same limp °PPS 
the word “directly” should be restored before the word “necessary.” Thegp “°° x” 
changes would make the definition of “produced” conform to the existing parg "? V! 


graph (j) of section 3 of the Fair Labor Standards Act. ing th 
We also recommend that paragraph (s) on page 4, lines 3 to 9 be deletedp “mdi 
and that paragraph (1) page 4, lines 13 to 19 be deleted. are p) 
We recommend that paragraph (7), page 5, line 24 and page 6, lines 1 to3 ing tt 
also be deleted. wage 
In section 9(a), page 9, line 24, we recommend restoring the words “or local to the 
retailing” after the word “professional.” Ta 


In the same section 9(a), page 10, we recommend that lines 2 to 9 be deleted Dt 
and be replaced by paragraph (s) of section 13(a) of the Fair Labor Standards ne 
Act which read as follows: hear¢ 

“(2) any employee employed by any retail or service establishment, morp ™2 
than 50 per centum of which establishment’s annual dollar volume of sales of to re 
goods or services is made within the State in which the establishment is located oe 
A ‘retail or service establishment’ shall mean an establishment 75 per centum Th 
of services (or of both) is not for resale and is recognized as retail sales a} ° Jt 


services in the particular industry ;”. ig 
takes 

Th 

WASHINGTON, D.C., May 24, 1960. — earne 

Hon. Putin M. LANDRUM, the ] 
Chairman, Subcommittee on Labor Standards, busir 
U.S. House of Representatives, struc 
Washington, D.C. ordk 


DEAR Mr. LANDRUM: The Vegetable Growers Association of America, the only} V@S. 
national association of vegetable growers, composed of 49 State and local ass work 
ciations with membership in 30 States, is opposed to the changes in the Fait} *"Y 
Labor Standards Act as contained in H.R. 4488. degr 

Our specific objections are to (1) section 5(b), which would increase the tems 
minimum wage from $1 per hour to $1.25 per hour; (2) section 6(b), whid ment 
would amend section 7(b) (3), which provides exemptions for seasonal industries; job 1 
and (3) section 6(c), which would amend the act by striking out section 7(¢) knov 
which provides total exemptions for first processing of fruits and vegetables. was 

Our association’s position on the proposed amendments to the Fair Labor clair 
Standards Act, as contained in H.R. 4488, is unchanged since we last testified time 
before the House Committee on Education and Labor, We, therefore, feel that} 1. 
it is unnecessary to take up the committee’s time by filing a brief containing} ' t 
the reasons for our objections. foun 
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We would, however, like to go on record as being opposed to any changes in 
the Fair Labor Standards Act of 1938, as amended. In support of our associa- 


§ tion's objections we endorse the statements made or filed with the subcommittee 


by the Texas Citrus & Vegetable Growers & Shippers, Florida Fruit & Vegetable 
Association, and the National Canners’ Association. 
We would appreciate having this letter made a part of the official record. 
Sincerely yours, 
Rogert M. FREDERICK, 
Executive Secretary, Vegetable Growers Association of America. 


STATEMENT OF STEVE C. KARDELL, SAN AUGUSTINE, TEX. 


My name is Steve C. Kardell and I am an independent timber contractor from 
San Augustine, Tex., engaged in the production, buying, and selling of pulpwood, 
sawlogs, poles, piling, posts, and other related products. I also do a considerable 
amount of contract work assisting small landowners in managing their timber- 
land to assure a continuous crop. I am an associate member of the Society of 
American Foresters, a member of the Texas Forestry Association, the American 
Forestry Association, and various local conservation groups furthering the wise 
use of our natural resources. 

With the sincere belief that the changes in the Fair Labor Standards Act as 
proposed in H.R. 4488 are detrimental to our national economy as a whole and 
to the southern timber industry in particular, I would like to go on record as 
opposing the bill in its entirety. A person doesn’t have to be an economist to 
see a small general wage increase go through the inflationary spiral and end 
up wiping out the anticipated benefits to the original recipients as well as lower- 
ing the purchasing power of millions of fixed-income people. National business 
conditions and high unemployment records should make it apparent that we 
are pricing ourselves out of the domestic markets as well as abroad, and extend- 
ing the coverage of the act and forcing prices higher with the increased minimum 
wage would be another step to lower our national competitive position and add 
to the unemployment. 

Iam sure that the broad general effects that the proposed changes will have 
on business as a whole have been, and will be, dealt with in detail by persons 
more capable than I, but my concern is with the small businessman. I have 
heard that the Government is trying to find ways to help the small business- 
man, especially the small timber operator. The best way to help him would be 
to reduce the load of recordkeeping and regulations, instead of adding so much 
more that it will force him out of business. 

The elimination of the 12-man exemption for small forestry operators will 
do just that—force him out of business. Either that or it will make more 
lawbreakers than the Volstead Act, because it creates an unworkable regula- 
tion. Is our legislative memory so short that we cannot profit from the mis- 
takes and remedies of a short 10 years ago? 

The memory is still vivid to me. It roesn’t seem like 10 years ago that I 
earnestly and sincerely tried to operate within the law, before the remedy by 
the 12-man exemption, and was unsuccessful. Before going into the timber 
business in 1945, I had spent 15 years growing up with one of the largest con- 
struction firms in the Southwest, being administratively responsible for rec- 
ordkeeping to comply with all State and Federal regulations. I knew what 
Was required by the law, and I knew how to handle widely scattered construction 
workers, but I found that working in the woods was so much different from 
any other type of work that it was impossible to keep records that had any 
degree of accuracy. I was naive, however, and thought I could improvise sys- 
tems as I had before to take care of unconventional situations. The Govern- 
ment investigators proved me wrong in March 1949 when they disrupted my 
job for 8 days interrogating workers both on the job and at home. I do not 
know how much it cost the Government to conduct this investigation, but it 
was quite expensive to me in terms of lost production. The result was that they 
claimed that I owed two workers the sum total of 27 cents in back time over- 
time, and I was cited for not keeping accurate records. 

I immediately improvised another form on which each worker had to sign 
in the number of hours he worked each day. This did not work either. IT 
found that a disgruntled or discharged worker could use the law to blackmail 
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me for additional pay claiming that he had forgotten to put down some oy 
time that he had worked. He knew that I would not go through another 
vestigation to save what he could get out of me on one claim. 
I regret going into such detail in this statement, but I wanted you to kn Mr. 
how conditions were then, and they have not changed now. I am buying prggMartil 
ucts from other small timber producers in an area 50 miles long. They coiappre 
not comply with the law if it were changed any more than I could supervise agin con 
keep time on their jobs if I took them over to try and maintain the produetig}sions | 
I need to stay in business. The reasons for Congress adopting the 12-man exer The 
tion in 1949 are just as valid now as they were then; you can’t punch a tinggvolunt 
clock in the woods, and there are many part-time workers working in the wooprotec 
who would have to be dropped if this law was changed. accoul 
Let’s keep this law as it is and not load up our relief rolls with additiongtry. | 
unemployment. engag 
+a an natior 


STATE! 


May 23, 1960. B annua 
Hon. Pum M. LANDRUM, Thi 
House Office Building, Fair | 


Washington, D.C. minin 

DEAR CONGRESSMAN : Reconstruction days will seem a pittance to the hotel if that t 
dustry in the South and, of course, Georgia, if the proposed labor legislation if to sea 
enacted. persu 

I am writing as a representative of the staff of the oldest, large hotel i The 
Atlanta. Many of our employees’ employment dates from the thirties. I shoulf tailin: 
say, 9964/100 percent are satisfied. They tried to unionize the employees m our ir 
cently, but the union called off the election because only 4 in 200 employees wenp periox 
interested. Son 

To put on a minimum wage, as proposed, in Georgia, would ruin 75 perce will ¢ 
of the hotel industry. Payroll costs would be made prohibitive. Most of ou time} 


emp'oyees, under the gratuity system, make far beyond the minimum wage One 
prescribed now. A good working bellman will now make a hundred dollars to a 
week, or more. Same is true of the same caliber waitress. the fr 


With average occupancy of less than 70 percent for Atlanta or Georgia, ap and e 
even nationally, a minimum wage law of any kind for our industry would It ist 


chaotic. rity ¢ 
Your help will mean much to us. upon 
Yours very truly, The 
Ray SPITLer, the fr 
Secretary-Comptroller, Piedmont Hotel Co. — 
Oss. 
befor 
May 23, 1960. We 
Hon. Putt M. LANDRUM, the f 
House Office Building, may 
Washington, D.C. much 


Dear Honoras_e LANDRUM: Reconstruction days will seem a pittance to thf tomo 
hotel industry in the South, and, of course, Georgia, if the proposed wage abip in th 
hour legislation is enacted. Stray 

I am writing as a representative of the staff of the oldest large hotel in Atlanaf Be 
Many of our employees’ employment dates from the thirties. A vast majoritya@— ‘essii 
our employees are satisfied with our wage and hour schedule. Recently, an efforf pers 
was made to unionize our employees, but the union called off the election becaus Th 
they were unable to muster sufficient support among our employees. To th 

To enact a minimum wage, as proposed in Georgia, would ruin 75 percent @ will 
the hotel industry. Payroll costs would be made prohibitive. Most of our e theor 
ployees, under the gratuity system, make far beyond the minimum wages prt Weat 
scribed now. dates 

With average occupancy of less than 70 percent for Atlanta or Georgia, #f %° tk 
even nationally, a minimum wage law of any kind for our industry woullf ‘TP 


be chaotic. Ing t 
Your help will mean much to us and our industry. rrre 
Cordially yours, over 

A. OLIVER BLAND, f Th 

Tee? 


i el. 
General Manager, Piedmont Hot pe 
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© OVEESTATEMENT BY LAWRENCE S. MARTIN, SECRETARY-MANAGER, NATIONAL ASSOCIATION 
cher OF FRozEN Foop PACKERS 


Mr. Chairman and members of the committee, the undersigned, Lawrence 8. 
Martin, secretary-manager of the National Association of Frozen Food Packers, 
ppreciates the opportunity to make this statement in behalf of the association 
n connection with proposals now before your committee to amend certain provi- 
sions of the Fair Labor Standards Act. 

The National Association of Frozen Food Packers is a wholly independent, 

voluntary, nonprofit association organized for the purpose of promoting and 
protecting the interests of the American frozen food industry. Its members 
account for substantially 80 percent of all frozen food production in this coun- 
try. Their packing plants are located throughout the United States, and are 
engaging in processing, selling, and shipping frozen foods with distribution 
nationwide. Total frozen food production is now in excess of 514 billion pounds 
annually, with a retail value of about $3 billion. 
This association urges retention of the present overtime provisions of the 
Fair Labor Standards Act. We do not comment upon proposals to increase the 
minimum wage rate nor to broaden the coverage of the act. But we do emphasize 
that the reasons for existing overtime exemptions relating to first processing and 
i@ to seasonal industries (secs. 7(b) (8) and 13(b) (4) of the act) are as valid and 
persuasive today as when they were first adopted. 

The original purpose of overtime requirements was to spread work. But cur- 
tailing or eliminating overtime exemptions will not provide any more jobs in 
# our industry. Overtime work in farming and freezing is essential during certain 
periods of the year. 

Some factual background concerning the operations of the frozen food industry 
will demonstrate clearly why it is essential to this industry that present over- 
time provisions of the act be retained. 

One of the great popular attractions of frozen fruits and vegetables is that 
toa greater extent than all other processed foods, they come closest to having 
the fresh taste and appearance associated with fresh fruits and vegetables picked 
® and eaten immediately at the peak of maturity. This is not an accidental result. 
® Itis the result of letting the fruits and vegetables reach the peak of their matu- 
rity on the tree or plant—and then processing and freezing them immediately 
upon harvesting. 

The time interval during which this proper maturity lasts is very short. If 
the fruits or vegetables are not harvested and frozen immediately at the peak of 
| Co. | maturity, the raw fruit or vegetable quickly becomes overmature and an economic 
loss. Equally unsatisfactory results occur if the fruit or vegetable is harvested 
before the proper maturity is reached. 

960. We want to give special emphasis to the fact that the time period during which 
the fresh fruits and vegetables in the field reach and hold this peak of maturity 
may be extremely short. Weather conditions, which we cannot control, have 
much to do with this. Green peas in the field may be immature today; but by 
tomorrow night, they may be overmature for freezing. A similar situation exists 
in the case of sweet corn for freezing. Asparagus may grow 5 inches overnight. 
Strawberries ready for freezing today may be soft and overmature tomorrow. 
Jantzi Because of these facts, rush periods are a normal part of our harvesting, pro- 
rity@— cessing, and freezing operations. During these rush periods, it is necessary to 
effor— operate long hours until the crops have been harvested, processed, and frozen. 
scauvp The influence of weather conditions is partly responsible for this situation. 
To the extent possible, we exercise control over the dates when proper maturity 
ent off Will be reached—by arranging planting schedules with our farmers so that, 
ir emf theoretically, the crops will mature in orderly fashion, not all at once. But 
s pre} Weather conditions cannot be controlled and may hasten or retard maturity 
dates, or rain may even prevent us from getting into the fleld to harvest at all 
ia, af 8° that in spite of our plans and planting schedules, the exact time that the 
woullf ‘TOP must be harvested is beyond our control. If bad weather prevents harvest- 
ing today and stops our plants, hot weather tomorrow may hasten maturity and 
in-rrease the rush in plants. Ideal weather may enormously increase our yields 
over what was expected—and again this means a greater rush. 

Therefore, where a freezer is processing two or more products—and most 
tel. freezers do—the overtime periods may cover many, though not necessarily con- 
secutive, weeks. 
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For example, a company freezes peas, lima beans, corn, and strawberries 
While we try to control the rush by schedules of planting times based on esti. 
mated dates of maturity, as shown by experience in the different areas, the 
influx of a particular crop for freezing will build up, remain at a peak, and the 
taper off. Fresh fruits and vegetables, such as the ones mentioned, mature g 
different times of the year. Therefore, in harvesting and freezing different fruits 
and vegetables, a freezer will have a series of rush periods; and the total process 
ing periods for the different crops may overlap. The entire season, including the 
rise and fall of rush periods, continues for a total of more than 14 weeks ing 
year. 

We do not mean to imply, however, that a freezer is harvesting and freezing 
on a rush basis every day for 6 months or more. As we have tried to show, the 
rush periods will come at different times. 

We want to make one point clear. If we cannot process the raw fruits an 
vegetables in our plants; in time, the loss falls mainly on the farmer. All respon 
sible freezers attempt to avoid this. 

Rush work at some times is an absolute essential for nearly every single froze 
fruit and vegetable. We cannot shut down, nor can we call in several differen 
shifts of workers. Most freezing plants are located in rural areas of limite 
labor supply. There is not—and has not been for years—any standby labor avail 
able. Nor do we see any future of standby labor. 

Unlimited overtime work and careful production planning are essential & 
prevent serious, and perhaps ruinous, losses to farmers by spoilage of fresh 
crops for freezing. We should add that many freezers are engaged not only 
in freezing but in farming operations, as well. 

With this background, you will appreciate why it is essential to packers @ 
frozen fruits, berries, juices, and vegetables that there be no curtailing of the 
overtime exemptions of the Fair Labor Standards Act applicable to freezing 
establishments. 

Furthermore, it seems evident that elimination of the present first processing 
and seasonal industry exemptions would not advance the purposes of the Fait 
Labor Standards Act— 

1. It would not contribute to the spread of employment since additional laber 
is ordinarily not available during the periods when the exemptions are applicable 

2. The farmers would lose because of the difficulty which freezers would fae 
in attempting to use all available produce. 

3. The consumer would suffer since prices would increase and quality could 
not be maintained. 

Thank you very much for giving consideration to this statement of the pos 
tion of the National Association of Frozen Food Packers. 

Respectfully submitted. 

L. S. MARTIN, 
Secretary-Manager. 


Joint STATEMENT OF THE AMERICAN TAXICAB ASSOCIATION, INC, AND TH 
NATIONAL ASSOCIATION OF TAXICAB OWNERS 


This statement is submitted jointly by the National Association of Taxicab 
Owners and the American Taxicab Association, Inc., in opposition to so much d 
H.R. 4488 and H.R. 7490 and similar bills now under consideration by you 
subcommittee as would have the effect of eliminating the presently existim 
exemption of the taxicab industry from the minimum wage and overtime 
quirements of the Fair Labor Standards Act. 

At the present time section 13(a)(12) of the Fair Labor Standards Act ® 
amended, provides a complete exemption from the minimum wage and ove 
time requirements of the act for “any employee of an employer engaged in the 
business of operating taxicabs.” This express exemption was placed into the a 
only after careful study and consideration. It was included in the 1948 ament- 
ments to the act sponsored by Senators Pepper, of Florida and Taft, of Ohio, 
in recognition of peculiar and specialized operating conditions in the taxicab it 
dustry which make the regulatory pattern of the Fair Labor Standards Act 
singularly inappropriate for that industry. 

In the typical case a taxicab driver employed by a fleet operator works on! 
commission basis, earning approximately 45 percent of the fare plus tips. 








The 


super 
The 
are tw 
college 
week]: 
at the 
Gover 
Thu 
stand 
wise t 
existil 
eleme! 
bound 
ceed t! 
In \ 
into a 
to con 
Labor 
The 
is tha 
schem 
this a 
cost O 
instan 
eXcee 
posed 
of the 
out re 
stance 
emplo 
For tl 
Thi 
the p1 
On th 
both t 
ever, 1 
wage 
patter 
the le 
would 
In | 
by the 
and lk 
loeal | 
We 
Senat 
consi 
comm 
bills 1 
ing he 
the ¢ 
the ti 
Senat 
In 
and t 
nitte 
dustr 
does | 
types 
publi 








ries, 
esti- 
then 
© at 
uits 
HORS 


ina 


Zing 


nited 
Vail- 


al to 
fresh 
only 
rs of 
f the 
ezing 


ssing 
Fait 
labor 


cable. 
| face 


could 


yer. 
) TH 


Lxicab 
ach of 


ne Te 





MINIMUM WAGE-HOUR LEGISLATION 1403 


The taxicab driver, by the very nature of his work, is not subject to the 
supervision or control of his employer. He is on his own. 

There are innumerable cases, in fact almost universal practice, where there 
are two drivers for each cab. The second or supplemental drivers are frequently 
college students or men employed in other industries who want to increase their 
weekly stipend by working as taxicab drivers for such time as they may have 
at their disposal. For example, here in Washington many employees of the 
Government work as part-time taxicab drivers. 

Thus it is apparent that the guarantee of a minimum wage, for putting in 
standby time, which minimum might in many cases approximate earnings other- 
wise to be derived from commissions, removes the incentive element from the 
existing wage pattern in the taxicab industry. The removal of this incentive 
element would completely disrupt the wage structure of the industry and is 
hound to be costly to employers, even though average hourly earnings may ex- 
ceed the statutory minimum imposed. 

In view of the peculiar wage structure of the taxicab industry which takes 
into account the unsupervised nature of the work and is calculated in large part 
to compensate for standby or oncall time, the overtime requirements of the Fair 
labor Standards Act would be extremely damaging to the industry. 

The essential evil of the proposed legislation as regards the taxicab industry 
is that it would superimpose on the industry a wage structure and a statutory 
scheme which were evolved for totally dissimilar industries. The result of 
this artificial imposition of an unnatural wage structure would be to impose a 
cost on the taxicab industry without a corresponding public benefit. In most 
instances the average hourly earnings in the taxicab industry would equal or 
exceed the statutory minimums presently in effect or contemplated by the pro- 
posed legislation. The legislation, however would remove the incentive element 
of the wage structure, and thus impose an element of cost on the industry with- 
out raising average hourly earnings. Meanwhile, however, in those few in- 
stances where average hourly earnings do not reach the statutory minimum, the 
employers would be exempt under other provisions of the proposed legislation. 
For this reason the legislation could only result in economic waste. 

This is the gravamen of the complaint which the taxicab industry has against 
the proposed legislation. The industry is not opposed to fair labor standards. 
On the contrary, the associations believe that fair labor standards contribute 
both to a healthy industry and to efficient public service. We also submit, how- 
ever, that it is poor public policy to demolish the carefully worked out established 
wage structure of an industry in the interest of nominal conformity with the 
pattern of the Fair Labor Standards Act in a situation. where the objectives of 
the legislation would not be achieved thereby and an unnecessary hardship 
would be imposed upon taxicab fleet operators. 

In the overwhelming number of cases, the amount of interstate business done 
by the taxicab industry is de minimus. Taxicab companies are subject to State 
and local regulation governing service, standards, and fares. This is a uniquely 
local industry. 

We consider it especially significant that the Subcommittee on Labor of the 
Senate Committee on Labor and Public Welfare, after careful study of all 
considerations, including those set forth above, saw fit to recommend to the full 
committee that the coverage of the taxicab industry be eliminated from similar 
bills now being considered by the Senate committee. These bills are still pend- 
ing hefore the Senate Committee on Labor and Public Welfare and we trust that 
the carefully considered recommendations of the subcommittee as they affect 
the taxicab industry will be adopted by the full committee and enacted by the 
Senate. 

In view of the above considerations, the American Taxicab Association, Inc., 
and the National Association of Taxicab Owners join together in urging the com- 
mittee to preserve the exemption in the present law covering the taxicab in- 
dustry. We respectfully suggest to the committee that the taxicab industry 
does not belong in this bill and that by throwing it in along with many dissimilar 
types of business great harm can be done to the industry without corresponding 
public benefits. 

Martin TL. FRIEDMAN, 
Counsel for American Taxicab Association, Inc. 
JoveTr SHOUSE, 
Counsel for National Association of Taricab Owners. 
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STATEMENT OF THE NATIONAL INSTITUTE OF DRYCLEANING It V 


ens 

The National Institute of Drycleaning (NID), with headquarters in Sil 8a 
Spring, Md., is the trade association for approximately 8,000 drycleaners locataf jndust 
in all parts of the United States. We appreciate this opportunity to inform th§ jy59, : 
committee of the opposition of our membership to H.R. 4488, H.R. 7490, anf per ho 
similar bills which would curtail substantially the existing partial exempting§ We 
for the drycleaning industry from the Fair Standards Act (FLSA). dustry 
Under present law drycleaners are given a limited exemption from FLSA pinim 
minimum wage and maximum hours provisions. By the terms of sectinf tions 
13(a)(3) of the act drycleaning establishments are exempt if: (1) they derin§ three 
less than 50 percent of their annual dollar volume from interstate sales; and (2)f The ti 
not more than 25 percent of their annual gross dollar volume is derived froaf existii 
sales to mining, manufacturing, transportation, or communications businessaf dissen 
H.R. 4488 would repeal section 13(a)(3) and add to section 3 of the actif & cen 
series of intricate and interrelated definitions concerning the retail and servie§ and p 
trades generally, including the drycleaning industry. On their surface theg§ pition 
definitions appear to preserve, in part at least, the existing partial drycleanin§ ably 1 
exemption. In fact, as we will show, they would amount to virtual repeal of consid 
the exemption, except as it applied to the so-called mom and pop shop. State. 
A less drastic treatment for our industry is proposed by H.R. 7490. This bill In p 
however, wou!d discriminate unfairly against some drycleaners and is wrong iif writte 
principle. We oppose it equally with H.R. 4488. the ju 
To understand the effect these bills would have on our industry, and th§ State 
reasons for our opposition to them, it is necessary first to consider some of th which 
economic characteristics of the drycleaning business. losses. 
reckle 
of Pet 
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THE DRYCLEANING INDUSTRY 


A 1957 Department of Commerce Study notes that the drycleaning industry 
“is essentially small business.”? It is geared to neighborhood and local markets 
These local trading areas are the ones to which the average drycleaning estab 
lishment must look for business. Because of this fact, wages paid, and price 
charged, by a drycleaner must stay attuned to the economic conditions of his 
particular community. Substantial differences, therefore, occur in drycleaners made 
costs, and returns, in different communities and in different parts of the counttyg of the 
A recent survey by our institute? shows, for example, wages for the same occupt (at p. 
tion varying nationwide from a low of 64 cents an hour to a high of $1.54 af ong q 
hour, with intermediate rates at all points along the scale between the two oyer— 
This range is by no means exceptional. Even within the same geographi@l> (oj 
area, variations in rates of as much as 50 percent or more are relatively common.§ » mir 

A single Federal minimum obviously would obliterate these differences, th®§ rates 
falling with disproportionate effect on different communities and different ath legs t] 
cleaners. Such a treatment of the wages of an industry which regularly com§ durin; 
petes across State lines and which introduces goods into the stream of inte-—> We 
state commerce is understandable. It has no application to a service indust!§ warra 
such as ours which does not introduce goods into interstate commerce and whit the in 
is economically oriented entirely to the immediate community in which it oper§ trades 
ates. Low wages paid by the interstate employer can, perhaps, be said to af witho 
as a depressant on the general wage level in his industry and on the economy f trade: 
at large. The same wage paid by the typical drycleaner merely reflects the 
economic circumstances of the community in which he operates. TH 

Like other service industries, drycleaning is typified bv a high ratio of labor 
costs to gross sales. For the year 1958, labor costs of drycleaners approx: 
mated 56 percent of their gross sales. Moreover, drvcleaners onerate oni p The 
narrow margin of profit and they are mechanized to the maximum economit} ‘Servi 
extent. The consequence is that artificial increases in their labor costs amy Comm 
necessarily reflected in increases in the prices of the service they rendét Mr. Ji 
These price increases, which do not reflect any increase in the value of thf “Bu 
service rendered, are plainly inflationary. As such, they can be expected # Which 
produce a decrease in the sales volume of our industry and a consequent redut be bet 
tion in employment opportunities for our employees. the br 


ee 6s 

sera ae Analysis Tools,” Country Business Patterns, U.S. Department of Commer, mesa 
57. p. 20. 

2The resuits were published in the August 1959 issue of our “Bulletin Service.” — 
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It was the fear of just such a result that led the secretary of labor of 
Pennsylvania, acting on the recommendation of the laundry and drycleaning 
ninimum wage board appointed by him, to set a minimum wage rate for our 
industry of 75 cents per hour effective February 15, 1959, through August 14, 








1959, and of 80 cents per hour thereafter. Rates for learners were set 5 cents 
per hour lower. 

We attach great importance to this recent wage determination for our in- 
dustry by a highly industralized and unionized northeastern State. The State 
nininum wage board held prolonged hearings prior to making its recommenda- 
tions to the secretary. The board was tripartite in character, consisting of 
three industry members, three labor members, and three public members. 
The two-step minimum wage recommendation of the board, culminating in the 
existing rate of 80 cents, was adopted by a 7 to 2 vote—two labor members 
dissenting: and one of the dissenters sought a final minimum rate of only 
scents. The principal factor which curbed the normal enthusiasm of the labor 
and public members of the board for a higher minimum rate was their recog- 
nition of the fact that any rate higher than 80 cents per hour would unquestion- 
ably result in substantial disemployment. We emphasize that this was the 
considered judgment of persons intimately familiar with the economy of the 
State of Pennsylvania. 

In practical effect, those who would repeal the exemption for our industry now 
written into section 18(a) (3) of the Fair Labor Standards Act would override 
the judgment of this tripartite board and impose upon the drycleaners of the 
State of Pennsylvania a minimum wage more than 50 percent higher than that 
which the State board concluded could be absorbed without substantial job 
losses. We submit that such a course of action can only be characterized as 
reckless. We point out further that if the drycleaning industry in the State 
of Pennsylvania is unable to absorb a higher minimum than 80 cents per hour 
without serious injury, the economic dislocation in other less industrialized 
parts of the country resulting from the imposition of a $1.25 Federal minimum 
could well be disastrous. 

In short, the fixing of minimum wage rates for the laundry and drycleaning 
industry is, we submit, best left to the States. We recognize that not all States 
have accepted their responsibility in this area, but enormous progress has been 
made at the State level in recent years. Bulletin 267 of the Women’s Bureau 
of the U.S. Department of Labor on State minimum-wage laws and orders lists 
(at p. 22) 14 jurisdictions which had minimum wage orders covering laundry 
and drycleaning occupations as of July 1, 1958. As of the present time, how- 
ever—less than 2 years later—28 jurisdictions (27 States and the District of 
Columbia) have minimum wages in effect for our industry. Eleven States have 
aminimum rate of at least $1: nine more, and the District of Columbia, have 


° tates ranging from 75 to 99 cents per hour. and seven States have a minimum of 
t less than 75 cents per hour. Of these minimum rates, 24 have been established 
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during the period from 1955 to 1960. 

We believe that this record of State concern with the matter of low wages 
warrants a continuation of the present policy of the Congress which leaves to 
the individual States the function of establishing minimum rates for the service 
trades, including our own. Only in this fashion can that function be discharged 
without the most serious economic hardship, not only for employers in the service 
trades, but also for their employees. 


THE IMPACT OF THE PENDING BILLS ON THE DRYCLEANING EXEMPTION FROM THE 
FATR LABOR STANDARDS ACT 


4 The 1988 Fair Labor Standards Act was enacted with a blanket exemption for 
service” establishments the greater part of whose activities were in intrastate 
‘ommerce, The reason for this exemption was stated by then Senator—now 
Mr. Justice—Black to be: 

“Businesses of a purely local type which serve a particular community, and 
which do not send their products into the streams of interstate commerce, can 
he better regulated by the laws of the communities and of the States in which 
the business units operate.” (95 Congressional Record, p. 12492) 

Desnite this clear evidence of congressional intent to exempt local service 
‘stablishments from the FLSA, the Wage-Hour Division vacillated in its treat- 


ment of laundries and drycleaners for several vears after the original act be- 
‘ame law—at times giving reasonable scope to the service exemption as applied 
to our industry and at other times taking a more restrictive view. 
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Ultimately, in 1946 the Administrator took the position that exempt servicg fin cou 
in the laundry and drycleaning industries were limited to “services to privat, § $0.00 
individuals for personal or family use.” The effect was, of course, to deny could 
exemption not only to our industry’s industrial sales but to commercial sales off (a th 
all kinds. gross 

When these facts were brought to the attention of Congress in 1949, they me §$250.% 
sulted in the adoption of the present section 13(a) (3) with its partial exemptig fcleane 










































































for drycleaners. That section has, we believe, worked successfully. It has no ? Fina 
exempted all drycleaning establishments—nor was it expected to. Those drppinclud 
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cleaners whose activities are in the stream of interstate commerce have foun 
themselves subject to the act. The truly local and intrastate establishment, @ 
the other hand, has been exempt. 

In short, section 13(a)(3) has done no more than restore the drycleaning 
industry to the position with respect to the FLSA which, as Senator Black’s state 
ments show, Congress intended it should occupy when it passed the law. Thug 
our present partial exemption from the FLSA represents the consistent judgment 
of the Congress over a period of more than 20 years as to the fairest and bet 
method of treating our industry under the act. We submit that a heavy burda 
of proof rests upon those who would impose upon us a radically new treatment 
at this late date. 


H.R. 4488 as it is applied to our industry is objectionable in two principal 
respects. First, it is deceptive. While giving the appearance of preserving the 
industry’s present semiexempt status, it would, in fact, virtually eliminate thgimport 
exemption—except for the “Mom and Pop Shop.” Second, it is unclear anigstatute 
ambiguous. The individual drycleaner would be unable to determine, if HRgUnder 
4488 were to be enacted, whether he was covered by the FLSA or not. BitherpRelati 
objection should, we submit, be sufficient to defeat the bill. the ac 

We have said that the provisions of the bill which apply to our industry ar make 
intricate, deceptive and ambiguous. We start with the proposed amendment ti which 
section 3(j), which presently defines the term “produced” to include “any close} out m 
related process or occupation directly essential to the production” of goods. 01 U. 
terms “closely related” and “directly essential” were adopted as part of the 194§" unf 
amendments to the act. Prior to 1949 the act defined “produced” to include “amp “arin 
process or occupation necessary to the production of goods,” and it was the Wag Stand 


Hour Division’s construction of the term “necessary” which caused much of th Th 
difficulty encountered by our industry under the original act and which we peal 


presumably laid to rest by the 1949 amendments. 

Reenactment of this “necessary” language would inevitably be regarded # 
a congressional endorsement of the construction given to that language by th 
Division, and hence, as a legislative mandate to return to the Division’s pre-1# 
treatment of service industries generally. The effect upon the drycleaning 
dustry would be twofold. First, the existing exemption for certain types @ 
commercial sales would be lost—in view of the position taken by the Wage 
Hour Administrator in 1946. Second, we would be cast adrift upon the sam 
chartless sea of doubt and confusion with respect to coverage from which Oo 
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gress found it necessary to rescue us in 1949. . a 
H.R. 4488, moreover, would superimpose new problems upon those whié of ore 

existed prior to 1949. 

xisted ] to 1 obstru 


The bill would amend present section 3 of the act to establish a series of exemp 


. 2 . term “ 
tion tests for drycleaners and services and retail businesses generally. Specifit ™ 


provision is made for drycleaning by the addition of proposed subsection (t)@) F come 
to section 3 of the act. That new subsection would deny exemption to must < 


drycleaner engaged in an “activity affecting commerce” ; in an “enterprise” wh 
either the annual gross sales were $250,000 or more or the sales of the enté 
prise to mining. manufacturing, transportation, commercial or communicati 
businesses constitute 15 percent or more of gross sales. Thus, all drycleane 
grossing more than $250,000 annually—from drycleaning and related busine 
activities *—would automatically lose their exempt status. So also would @ 
drycleaner grossing less than if 15 percent of his gross was derived from sae 
to the local hotel or motel or restaurant. 4 

In addition, proposed subsection (t) to section 3 contains a subparagraph (Ff Oyr 
which would deny exemption to any enterprise where one employee is engagchano, 
The a’ 


status 
then, 
interp) 
that ¢ 
busine 


3 Proposed subsec. (r) to sec. 3. 
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Vice fin commerce or the production of goods for commerce if the enterprise grosses 
“ivaty $850,000 or more. Since most drycleaners do have at least one employee who 
deny f could be regarded as being engaged in the “production” of goods for commerce 
les of f (a8 that term would be redefined by the amendment to section 3(j)), the $50,000 
gross Volume test would, as a practical matter, supersede for drycleaners the 
ey Te $250,000 test of coverage written into subsection (t)(3) specifically for dry- 
pti F cleaners. we - a 4 : 

LS Not Finally, the bill’s definition of the new term “activity affecting commerce” to 
. include businesses competing with businesses engaged in commerce and _ busi- 
nesses in which the payment of subminimum wages would tend to burden or 
obstruct Commerce is so broad that under it coverage of the act would be in 
reality committed to the discretion of the Wage-Hour Division. Except for 
those few establishments which could qualify under the bill’s extremely restric- 
tive “Mom and Pop Shop” exemption no drycleaner could be assured of exempt 
status if H.R. 4488 were enacted. 

The second compelling reason for our industry’s opposition to H.R. 4488 is the 
yague and uncertain terms in which this bill is drafted. The need for clarity— 
particularly in Fair Labor Standards Act’s coverage provisions—was described 
in some detail in a letter written by Labor Secretary Mitchell to Senator Hill in 
conection with certain amendments to Fair Labor Standards Act proposed in 
1955. This May 9, 1955, letter read : 

“It has been stated in testimony before the subcommittee that the concept of 
coverage proposed in S. 662 and S. 770 for the Fair Labor Standards Act is simi- 
lar to that adopted in the Labor Management Relations Act. However, it is 
important to keep in mind that the resolution of coverage questions under the 
statutory definitions presents entirely different problems under the two acts. 
Under the National Labor Relations Act, as amended by the Labor Management 
Relations Act, these statutory definitions govern the proceedings authorized by 
the act, which are brought before a board having quasi-judicial authority to 
make individual determinations and an announced policy defining areas over 
which it will not assert jurisdiction. That act, as the Supreme Court pointed 
out in National Labor Relations Board v. Jones & Laughlin Steel Corporation, 
401 U.S. 1, establishes standards with which the Board must conform including 
in unfair labor practice proceedings the issuance of a complaint, notice and 
hearing, the receipt of evidence, and the making of findings. The Fair Labor 
Standards Act is, in general, self-executing and provides no such procedure. 

“The Fair Labor Standards Act imposes direct statutory day-to-day obliga- 
tions with respect to the payment of wages and observance of child-labor stand- 
ards by the employers who come within its terms. It does not depend for its 
operation on the findings of a board or administrative official and, although 
administrative interpretations carry weight, the final determination of questions 
of its application is reserved to the courts. Employers subject to the act must 
ing it carry out their obligations each payday when they pay their employees and are 
pes d expected to understand, without the aid of an administrative determination, 

Wage which employees come within the act’s provisions and which do not * * *” 

e Sam When measured against the need for clarity and specificity to which the Secre- 
h Cov tary referred in his letter, the deficiencies in H.R. 4488 are all too apparent. 
By what standard will a drycleaner determine whether he is competing with 
whid abusiness engaged in commerce? How will he know whether payment by him 
of subminimum wages will be regarded by a wage-hour inspector as tending to 
exetlp obstruct commerce, and what application will the Administrator now give to the 
5 term “commercial” sales? Y 
(t)@) Similar questions could be posed indefinitely. On the answer to each will 
to depend the exempt or nonexempt status of numerous small drycleaners who 
» wheng WUSt decide them correctly at their peril if they wish to preserve their exempt 
. enter status; yet none can be answered by analysis of H.R. 4488. Unquestionably 
then, passage of the bill would leave our industry at the mercy of the future 
Interpretation of the Wage-Hour Division and the courts. We cannot believe 
that Congress would intentionally create such a legal snare for the small 
businessmen who are the typical drycleaners. 
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OBJECTIONS TO H.R. 7490 
ph ("fF Our remarks thus far have centered on H.R. 4488 because of the substantial 
ngaeehanges it would make in the existing law as it is applied to our industry. 
The alternative administration proposal, H.R. 7490, would also create uncer- 
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tainty and hardship for the Nation’s drycleaning establishments but for re 
somewhat different from those that apply to H.R. 4488. 

H.R. 7490 would preserve a portion of the drycleaning exemption, but won 
limit it to enterprises employing less than 100 persons. A coverage test bay 
on the number of employees (or dollar volume as in H.R. 4488) would } 
arbitrary and discriminatory results when applied to our industry. It wow 
catch up within its scope some drycleaners and leave their competitors y 
covered—thus placing the former at a serious competitive disadvantage. Mc 
over, number of employees, as such, is no indication of engagement in interst,) 
commerce or the production of goods for interstate commerce. It is, therefg 
an inappropriate basis on which to rest Federal jurisdiction over a given } 
ness establishment. For these reasons we oppose H.R. 7490. 


CONCLUSION 


Twenty-two years ago when the Fair Labor Standards Act was first enactal 
Congress exempted from its scope employers engaged in the retail and se 
trades whose activities were predominantly intrastate in character. Ele 
years later when Congress reexamined the act’s coverage provisions, it 
even farther and adopted the existing language of section 13(a)(3) with 
partial exemption specifically for the drycleaning industry. 

In. both instances the congressional action was based upon a recognition 
the fact that the service trades—and drycleaning in particular—are typified 
small businessmen whose prices—and, hence, wages—are controlled by t 
economic circumstances of the locality in which they operate. 

These small businessmen cannot absorb cost increases imposed upon them } 
artificial advances in the level of wages they must pay. Faced with such i 
creases they must raise the prices of the services they render and when fhi 
occurs their business declines and their employees lose wages and jobs. 

There is nothing fanciful about these statements. As we have noted, it 
fear of this exact sequence of events that caused the Commonwealth of Pem 
sylvania to settle, in 1959, upon a minimum wage for our industry of 80 
per hour. 

In the nature of things, the Congress of the United States cannot be awa 
of the differing economic circumstances of the myriad communities and neigh 
borhoods served by the Nation’s drycleaners. To ignore the infinite varie 
of these circumstances by imposing upon the drycleaning industry a_ unifon 
Federal minimum wage can only result in the most serious economic dislo¢ 
tion for drycleaning employers and employees alike. 

We urge the retention of the present partial exemption of our industry 
the Fair Labor Standards Act. 


STATEMENT OF SEAFARERS’ SECTION, MARINE TRADES DEPARTMENT, AFL-CIl 
SuBMITTED BY Hoyt S. Happock, DIREcTOR 


The seafarers’ section, maritine trades department, AFY--CIO, renresenti 
all union seamen, urge that you act promptly and favorably on H.R. 4488. 

The arguments presented by the AFL-CIO demonstrate the necessity of é 
tending the coverage of the Fair Labor Standards Act and the raising of @ 
minimum wage to $1.25 per hour. These are both necessary for the well-beii 
of the Nation and for the well-being of all its citizens. 

The American seamen have continually been excluded from the Fair Lab 
Standards Act since its inception in 1938. They have, therefore, been designate 
as a different type of citizen not deserving of the benefits of the Fair La 
Standards Act. The American seamen, like all American workers, are deservi 
of an adequate minimum wage and the American standard of living. 

The extension of section 6 of the Fair Labor Standards Act will provide t 
union seamen the security and protection of a wage floor. All seamen on Ame 
can deep-sea vessels and most inland waterway craft now receive in excess! 
the $1.25 per hour. 

The extension of this section will help remove the disgraceful conditions thi! 
exist on board the nonunion craft in the harbors, bays, coastwise trade am 
the inland waterways. Most of these seamen work for less than $1 an hott 
in many cases they work for less than 50 cents an hour. 

Last year in our testimony, we cited the Old Bay Line as an example of this 
Again, we shall cite this company because they operate in this area, as 
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example of the conditions that exist on board the nonunion craft in the harbors, 
pays, coastwise trade and the inland waterways. The majority of people em- 
ployed on board these vessels averaged less than 85 cents an hour for 1959. 

The following as taken from the Interstate Commerce Commission records is 
the last report filed by the Old Bay Line (the Baltimore Steam Packet Co.) : 


























Average Total num- | Totalamount; Average 
numberin | ber of hours | of compensa- hourly 
ratings for | worked dur- | tion during earnings 

year ing year the year 

Se aia ist ieee esc Aa TELS woe 2 6, 144 18, 302 2.98 
Mates. ...- Op AR A) Bet pS eee acsieinesapnisbah 4 13, 470 23, 946 1.78 
Quartermasters and wheelsmen- - ..--.--------- 4 13, 8CO 11, 158 81 
SE SET TET Pe are 15 29, 820 31,095 1.04 
Other deck employees __--- 15 41, 450 33, 058 . 80 
Chief engineers__.-...-...- +e 2 6, 272 15, 297 2.44 
I MIRON, sisal «<iddsiidesk eis - nb <s04 + 15,150 26, 386 1.74 
I  ccnihn otieth hb dilideincinintileesipigtiins adriwsieinti oiteniat 10 19,000 22, 822 1.20 
SN, nn sven Wikre scvecstabliackbcwasestne 10 17, 352 , 272 1.17 
Stewards and waiters .._--... Gb nite dove ames 15 43, 130 26, 232 . 61 
Stewardesses and maids... -.-_.........---.---.--- 7 15, 390 9, 801 . 64 
NE A tet TEES ER ER CS hint 8 6. 7 18, 693 21,007 1.12 
SE cone ip secede tangondnwcesusoteynayedee 6 20, 210 9, 562 .47 
ONNONOUS 24 Os Jidk heb. cea ccc 2 4, 554 3, 463 . 76 
Other employees, stewards department_____--.- 6 15, 990 8, 759 . 54 

‘ursers a al daes dats ens oinsdn tile tlh dada ett daria te chao Bini aid 2 7, 920 13, 806 1.75 
Other employees, pursers department. -_-------- 7 14, 500 8, 095 . 56 





Contrary to what you may have been led to believe, merchant seamen have 
heen paid on a basic 40-hour week, both at sea and ashore since 1951. The 
pay, however, received by these seamen for work after 40 hours is not comparable 
to the overtime pay received by most shoreside workers. In many cases the 
jay received for work over 40 hours is less per hour than the pay received per 
hour during the basic 40 hours. The time and one-half after 40 hours provision 
of the Fair Labor Standards Act will not constitute a burden to the industry. 
-awam In fact, in more than two-thirds of the cases, the application of time and one- 
neigt half after 40 hours will mean an increase of less than $1 an hour in overtime 
variety Pay. 
inifo' The Bureau of Labor Statistics reports that for January 1960 the average 
lisloa} Carnings for manufacturing workers was $91.53 a week and the average weekly 
hours was 40.5. An ordinary seaman would have to work more than 50 hours 
) in 2 week, under present conditions, to make this same weekly earnings of 
$91.53. 

The answer as to why seamen work so many hours a week is because it is 
cheaper for the shipowners to work seamen 56 hours or more a week than it 
L-Ollf is to house and feed additional crew. 

It is true that seamen do receive extra pay during the regular working hours 
for some of the most unpleasant jobs on board ship. This is referred to as 
penalty pay. They receive this penalty pay when they perform such duties as 
cleaning bilges, removing garbage or manure and also soot from the smoke- 
stack, to cite examples. This originates from the mistreatment of seamen in 
the past. These conditions could very well happen today if the unions and the 
tion contracts did not exist. 

Merchant seamen, because of conditions beyond their control, do not work 
hor are they paid for a full year. The average number of days worked by all 
unlicensed seamen in all ports (Atlantic, gulf and west coast) was 207 between 
July 1, 1956, and June 30, 1957. (The Earnings and Employment of Seamen 
m U.8.-Flag Ships, Bulletin No. 1238, Department of Labor.) 

It is true that American seamen receive more pay than the seamen on the 
ships of other countries. It is also true that American workers are higher paid 
than the workers in other countries. This has made it possible for us to enjoy 
the highest standard of living in the world. 
| We ask that you amend section 3(p) of H.R. 4488, to read as follows: 
ns. “Sec. 3(p) ‘American vessel’ includes any vessel in which the controlling in- 
le terest is owned directly or indirectly by a U.S. citizen or citizens or corporation 
a (reated by or under the laws of the United States or of any State, Territory, Dis- 
¢ this trict or possession thereof.” 

0 This amendment would eliminate the threat to the seamen caused by the 
as * “runaway” American operators who register their ships in Liberia, Honduras, 
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and Panama: the sole purpose of which is to lower the now existing working 
conditions of American seamen. The claim by these operators that they pay 
high wages is untrue. There is no uniform rate of pay as working condition 
for the seamen on board the ships of these countries. The pay and working 
conditions vary from company to company. The companies only pay the min} 
mum amount necessary to enlist a crew. These facts are taken from actual 
articles on board these ships. One of the new 1958 argreements provide for 
50 percent of the seaman’s pay to be retained by the master and put intoa 
fund—deportation fund—to pay the seaman’s transportation back to his own 
country in the event he should be guilty of any kind of misbehavior. The 
wages for an able-bodied seaman on board these “runaways” on the average 
range from $70 to $90 a month for a 56-hour workweek. There is very lift 
overtime, if any, paid. 

In your consideration of H.R. 4488, we ask that section 3(m) be amended t 
exclude the cost of board, lodging, or other facilities provided by the employer 
from the computation of wages for members of the crew of a vessel. This er 
clusion of subsistence from the calculation of a minimum wage for seamen 
necessitated by conditions unique to this industry. Traditionally, room and 
board supplied aboard ship have no connection with wages. During the long 
history of the maritime industry, subsistence has never been considered to k 
a wage payment. 

Room and board provided aboard ship is solely for the convenience of th 
shipowners. 

Secondly, the seaman has no choice but to accept the room and board sup 
plied by the operator. He does not choose to eat or be housed aboard the vessel, 
He does so because in the nature of his occupation he cannot do otherwise. 

Nowhere in the history of negotiations have the shipowners or the unions 
given consideration to room and board as part of wages. 

The collective bargaining agreements provide that when a man is ashore 0h 
vacation he receives wages as spelled out in the agreement without allowances 
for reom and board while ashore. The shipowners have always refused to pay 
a man’s room and board while on vacation on the grounds that subsistence had 
nothing to do with wages. 

As a comparison, the per diem traveling allowance received by Government 
employees whose duties regularly compel them to be away from home is ne 
regarded as a part of wages. In all cases where the shipowners require their 
shoreside personnel to travel aboard ship there is no reduction from the wages 
paid to said personnel for room and board supplied aboard ship. 

The room and board given a seaman on board ship has absolutely no valueil 
helping him to maintain his family ashore. His ability to feed, clothe, ani 
shelter his family and dependents is dependent upon the amount of money he 
receives in cash. 


T. JAMES CLARKE Box & LABEL Works, INC., 
Jamestown, N.Y., May 21, 1960. 
Hon. CHartes E. Goopett, 
House of Representatives, 
Washington, D.C. 


DeEaR Mr. GoopeELL: I regret that the House committee hearing testimony # 
the minimum wage law has closed before I was given an opportunity to preset 
my testimony. In view of this, it is respectfully requested that this statemelt 
be transmitted to the Honorable Phil M. Landrum’s committee for inclusion it 
the record if possible. 

The writer is president of a small business that will be driven to the wallif 
the minimum wage is increased. In the case of small business, the writer ce 
tainly hopes that the Congress will exempt any manufacturing business that doe 
a gross volume of less than $500,000 from any increase in the existing minimul 
wage. This exemption will save my business, as I am sure it will save thousants 
of other small businesses in the United States. Small business just will not ® 
able to make these adjustments if the minimum wage is increased. 

We employ older, some physically handicapped, marginal workers who ale 
given an opportunity to work, but at higher rates these workers would not & 
employable. Many would be driven to public welfare by loss of their jobs, whe 
they could have been left to earn a modest wage in small businesses that have 
a place for them. 

Piece rates and incentive wage systems in my plant will be wrecked by it 
creases in the minimum wage. Incentive systems operate to give workers 25 
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75 percent above the minimum base rate. If the minimum wage is raised, it will 
raise Our costs of production out of range and way out of relation to the pro- 
ductivity curve. All workers in a plant will want the same differential in any 
increase that is made to the base rates. What happens here is that the cost of 
production goes up extremely high without corresponding increases in 
productivity. 

As noted above, many older, marginal workers will lose their jobs if the mini- 
mum wage is increased. We maintain that unemployment throughout the coun- 
try will become greater if the minimum wage is increased. Unemployment is 
caused mainly by wage rates that have become excessive in relation to produc- 
tivity or demand. Unions keep blaming unemployment on wrong things, such as 
automation. This is not a cause of net unemployment— it’s partly a consequence 
of excessive labor costs, 

Advocates of ever higher minimum wages take no account of the injustice to 
many young people and adults whose limitations make it economically impos- 
sible to employ them at statutory wages—fixed without regard to job require- 
ments and earning capacity. How many school boys and girls will find it vir- 
tually impossible to get a job anywhere as long as the Government imposes 
minimum wage way out of proportion to their actual earning power? 

Higher minimum wage will work an even greater injustice in the case of adult 
unskilled, elderly, physically handicapped, and marginal workers who would find 
it increasingly difficult to obtain jobs that they would otherwise be able to per- 
form with profit to themselves and benefit to their employer. Their alternate 
course would be placement on the public welfare rolls at increased cost to the 
taxpayer, the loss of their human dignity, and the waste of useful, though modest, 
self-sustained skills. 

In my particular business, we employ mostly female workers who are sec- 
ondary employees who do not support a family on their earnings here. We are 
sure there are thousands of other small businesses in the United States that 
employ female workers under similar conditions as in my business. What good 
is a job to these female workers that pays 10 to 15 percent more per hour if their 
job disappears from the face of the earth? 

The interest of the workers is not protected if, through the statutory fixing of 
the wage minimums at levels too high, the number of available jobs is drastically 
limited or certain segments of small business suffer, and irreparable consequences 
follow such shortsighted legislation. 

We have but to observe the daily working of the law of diminishing returns 
as we watch the increasing competition of foreign production taking a growing 
share of our domestic market, due mainly to the lower labor costs of these 
imported articles. 

I do hope that you will take into consideration some of the serious problems 
that small businesses such as mine will be confronted with in this proposed in- 
crease in the minimum wage. It is not right that thousands of small businesses 
should be condemned to death by Government mandate. I feel that we have a 
God-given right to exist and certainly we should not be forced to the wall by 
this legislation. I am pleading for the life of my business when I urge that you 
seriously consider my above statement. 

Respectfully yours, 
S. B. Rossrns, Jr., President. 


STATEMENT OF G. S. PAUL, VICE PRESIDENT IN CHARGE OF OPERATIONS OF 
THE WESTERN UNION TELEGRAPH Co. 


My name is G. S. Paul. I am vice president in charge of operations for the 
Western Union Telegraph Co. I appreciate the opportunity to appear before 
this subcommittee for the purpose of presenting my company’s views with re- 
spect to H.R. 4488 dealing with amendments to the Fair Labor Standards Act. 

We are gratified that the proposed bill provides for telegraph agency exemp- 
tion. Immeasurable damage would be done to the public interest if a number 
of small retail stores, local in every sense of the word, were to lose their exempt 
Status under the act simply because they, as agents of Western Union, handle 
a small number of telegrams as an accommodation and service to their com- 
Iunities. 

By reason of the exemption granted by section 13(a) (13) of the act, an 
owner, or an employee, of a retail or service establishment may handle tele- 
graphic messages under an agency or contract arrangement with a telegraph 
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company when the telegraph message revenue does not exceed $500 a mont) 
H.R. 4488 provides for retention of the telegraph agency exemption. The 
graph company heartily concurs in retention of this exemption as covered 
section 9(a) (8) of H.R. 4488. 

Information as to the basic need for retention of the telegraph agency exem 
tion may be beneficial to your committee. Telegraph service through agence 
is as old as the telegraph industry itself. Western Union has served the Nati 
since 1851 and in so doing, endeavors to see that telegraph service reaches q 
many points as possible. This policy has been responsible for the establishm 
of thousands of telegraph agencies throughout the Nation ; such agencies, in tur 
have proved to be very definitely in the public interest, since they have enab 
us to bring telegraph service to many communities which could not be se 
in any other manner. 

Section 13(a) (13) was written into the statute in 1949 only, I should liket 
emphasize, after full committee hearings. It was and is intended to proted 
the thousands of local agency arrangements, with proprietors of local retaj 
merchandise or service establishments, by means of which telegraph service 
generally rendered to the small communities of the Nation. Because of thei 
retail or service functions, the proprietors of these establishments, as you kno 
are not affected by the provisions of the act. However, prior to enactment @ 
section 13(a)(13), Western Union and its local agents were faced with @ 1 
flicting court decisions. This arose when one circuit court of appeals (US rie 
Circuit Court of Appeals, Sixth Circuit 165 F. 2d 65) ruled that, despite thy si 
fact that they were involved primarily in retail and service businesses, sud ies 
agents were employees of Western Union. The Supreme Court refused to re 7 
this decision. Another circuit court of appeals (U.S. Circuit Court of Appeal 
Fourth Circuit, 161 F. 2d 168) ruled that such agents were, in fact, indepen 
ent contractors rather than employees of Western Union. 

In 1949, when the Fair Labor Standards Act of 1988 was amended, Congres! 
found it to be in the public interest to eliminate the confusion and the possibl 
liability resulting from these two conflicting court decisions. It was recognizel 
then, and it is equally true today, that if such agents were deemed to be employees 
of Western Union, substantial procedural and administrative difficulties wow Und 
result and direct telegraph service would be denied to thousands of small ¢¢ xemp 
munities. benefic 

Section 13(a)(13) is just as necessary today as it was in 1949. Westen esents 
Union has about 8,600 agencies which are Fair Labor Standards Act-exemp imply 
These agents are generally the individual proprietors of a wide variety of local .¢ ¢) 
businesses, including drug, grocery, hardware, colthing, furniture, and otheBetap); 
stores. Their operations come within the meaning of “retail or service establish elegra 
ments” as defined in clause 2 of section 13(a) of the act, and their employe®§yoin ; 
are Fair Labor Standards Act-exempt. Of these 8,600 agencies, approximateline mo 
4,900 are located in small communities having a population of 5,000 or less. Thev§ fy ¢) 
communities depend solely on agency representation for direct telegraph set Bproviq 
ice. The remaining 3,700 agencies are located in communities where Westem Ow pe 
Union also maintains its own employee-operated telegraph offices. In such cof | gh 
munities, the agency supplements the service already provided by Western Uni0lBpresey 
offices, thus affording more convenient telegraph service to the public, or &feommi 
tended hours of service. 

If Western Union’s agents were to face the loss of their Fair Labor Standari 
Act-exempt status merely because they represent the telegraph company, the 
only result would be the forced discontinuance of thousands of agencies, leavinf 
an equivalent number of small communities without the telegraph service thee 
agencies now provide. I might add that there are 1,403 communities in the4 
States renresented by members of this committee where such a situation might 
be expected to occur. 

An example of an agency which makes it possible to bring direct telegraph 
service to a small community is the Sun Drug Co. at Waynesburg, Pa., a colt 
munity of about 5.000 with about 1,150 families. aynesburg has been servel 
by a teleprinter agen’y for more than 15 years. This agent sends and receives 
on 9n average, a tot~! of 16 messages a day, which requires apnroximately # 
minutes of his time. ‘“he average commission of Sun Drug Co. is $127 per month 
and the average monthly telegraph revenue is $375. I might add that to provide 
the same hours of service through a directly operated Western Union offit 
could cost a minimum of »pproximately $585 per month—a situation which 
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nd from the agent by a teleprinter through the Western Union message center 
wt Washington, Pa., 4 miles distant. The handling of telegrams at such an agency 
volves only a relatively small part of the agent’s local activity and seldom, 
ever, requires the assignment of additional worktime. For example, at the 
un Drug Co. where telegraph service is available over a spread of 8 hours 
Muaily, the average of 16 telegraph messages a day may be handled in short order 
Py the agent. Prior to the enactment of section 13(a) (13) it was claimed that 
he handling of even a single Western Union telegram would result in the loss 
of the exempt status as a retail establishment. But, with the enactment of that 
tion the agent was protected against the possibility of the loss of his exempt 
tatus simply because of these incidental telegraphic transactions. 

It is self-evident that the proprietor of a small retail or service establishment 
ill not enter into a contract with Western Union—or continue with the agency 
ervice he now provides—if this means that his exempt status under the act 
vould be jeopardized. 

Such a proprietor is not equipped or geared to prepare and maintain the 
Mecessary records; his operations and the incidental telegraph handlings he 
nerforms do not justify the time and expense involved in accepting coverage 
‘Minder the act. These are the very factors which brought about the retail or 
service establishment exemption in the first place; and there is no basis for 
neluding that the principles which determined such exemption should become 
napplicable merely because such a proprietor takes on an agency which more 
ften than not produces only a nominal contribution toward the cost of his rent 
‘Bor overhead 

In this connection, may I call to the attention of the committee the fact that 
Secretary of Labor James P. Mitchell in his appearance before the subcommittee 
nm March 5, 1957, and before the Senate subcommittee on Labor on February 25, 
957, recommended amendments to the coverage of the law which, in Mr. 
Mitchell’s words, “would not bring within coverage an individually owned and 
Hontrolled establishment merely because it operates under a franchise from, or 
as contractual relations with an enterprise that is covered.” That is precisely 
he situation of the local retail merchants who represent Western Union on an 
agency basis. 

Under these circumstances, it is clear that retention of the telegraph agency 
txemption as provided for in section 9(a)(8) of H.R. 4488 will be extremely 
beneficial to the smaller communities where other types of local telegraph rep- 
esentation is not feasible. To exclude the telegraph agency exemption would 
imply result in the cancellation by the agents of their contracts, with the result 
hat there would be no extension of FLSA coverage in the case of these local 
establishments. More importantly, the pub’ic would suffer by being denied 
elegraph service supplied by these agents, and the agents themselves, who in the 
ain represent small business in the truest sense of that phrase, would be denied 
he modest income they now receive from Western Union. 

In the light of these facts, I strongly urge the retention of section 13(a) (13) as 
‘Provided in the present law and as provided under section 9(a) (8) of H.R, 4488 
ow pending before your committee. 

I should like to thank the committee for affording me the opportunity to 
resent these facts. I shall be glad to provide any further tnformation this 
mmittee may desire and to answer any questions it may have. 


leaving STATEMENT OF FARM EQUIPMENT WHOLESALERS ASSOCIATION 


1 the 5 This statement is presented by Robert L. Shannon, executive secretary, on 
might half of the Farm Equipment Wholesalers Association, which has its head- 
juarters in Minneapolis, Minn. The Farm Equipment Wholesalers Association 
egraph a nonprofit organization incorporated under Delaware law. Its purposes are 
‘promote friendly relations among wholesalers, to encourage uniformity and 
uity in trade practices, to secure freedom from unjust or unlawful exactions, 
“disseminate useful business information, to improve marketing methods, and 
‘cooperate with other organizations in matters of common interest. 
| Our membership is made up of locally owned and operated independent serv- 
te wholesale houses which are engaged in the distribution of “short line” farm 
“ulpment and specialty items produced by small manufacturers. Items specif- 
tally adapted to the farming region served by a wholesaler are sunnlied to re- 
ail farm-equipment dealers for resale to farmers throughout the United States. 
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There are 75 U.S. member firms with main offices and warehouses and b 
facilities serving every State in the Union. These wholesalers stock and 
farm machinery, repair parts, attachments, and miscellaneous related fa 
production items. Their operations include warehousing, service, and trav@j 
sales staff functions. The character of these companies is typically Ameri 
small business and their volume of annual sales varies from about $500,000 
year to about $7,500,000, according to the territory served. The typical FRY 
member firm has a sales volume of between $1 million and $3 million annually, 

The principal customer of the farm equipment wholesaler is the retail f 
equipment dealer; the ultimate user of his product lines in the farmer. T 
FEWA member firms maintain traveling salesmen who maintain regular pe 
contact for sales and service with their retail farm equipment customers. 
traveling sales staffs vary from several to as many as 30 men, each coveri 
specific territory. 



















































The Nation’s agriculture has become fully mechanized. In large part, this Thi 
been accomplished through the services of the independent farm-equipm vote 
wholesaler in his relations with small manufacturers whose products he "'* 
taken on for distribution and the farm equipment retailers to whom he hasn 
them available. 

The role of the “short line’ manufacturer and wholesaler is well know 
agriculture. Many of the advances in farming mechanization have been pg pon. 
duced in the small-town factory, and introduced widespread to other areas® (hair 
the wholesale distributor through his retailers. The list of items now common 1 
farms and produced by major companies which originated with small spe¢ DE 
manufacturers in unlimited and includes the forage harvester, anhydrous 4 Natic 
monia application equipment, the farm-tractor loader, balers, farm dryers, for priet 
wagons, farm elevators, silo unloaders, crop conditioners, ete. non 

The adaptability of small factories and the flexibility of the independent fa herst 
equipment wholesale function has brought low-cost new developments tof throt 
farmer with the least elapsed time period between invention and utilization & Appe 
cost-saving farming tool. erase 

About 1,500 factories are manufacturing items for the farmer’s use in tody Th 
efficient farming. These are largely distributed through independent is im 
equipment wholesalers. The share of total farm-machinery production produ og .; 
by what is known as the “short-line” segment of the industry is one-thia§ roo; 
more. Retail farm equipment dealers depend upon these “short-line” items we. t 
achieve volume and profit necessary to maintain the needed quality of salesag } ;. 
service to properly serve their farmer customers. These short line products regi 
count for from 10 to 50 percent of the sales volume of a majority of the Natio onq 
retail farm-equipment dealers. licen 

It is worth noting that the independent farm-equipment wholesaler perfé pres 
the distinctive function of selecting and distributing new and improved fam onq 
ing tools which will perform special farming tasks in his State or multi-Bii§ of wy 
area. This assures the farmer of availability of equipment designed to perfe Er 
better under his specific farming conditions and which is essential to his efficiel wpj, 
and profitable farming operations. have 

The foregoing information has been presented as background to emphasil gma’ 
the essential role of the farm-equipment wholesaler in channeling agricultt™§ whi, 
production tools and related supplies to the farmer. It is my purpose nOW§ fore 
briefly outline certain areas in which the farm-equipment wholesaler is com: 
cerned to assure American agriculture of the continued benefits of efficient 1% fyrt 
orderly marketing of production items essential to agriculture. W 

The FEWA strongly endorses the exemption of the farm-equipment retail digr 
from the wages and hours law. It believes coverage under this law would WH fron 
a hardship not only on the retailer, but takes on the wholesaler who supp do | 
him and would create additional hardships for the farmer. The 40-hour littl 
is not practicable in a retail farm-equipment dealer operation. During the 1% jy; 
season in farming, involving soil preparation, planting, cultivating and ha deli 
ing of crops, the farm-equipment retailer must provide almost around-thec§ fop 
service for his farmer customers. Neither the farmer nor the retail dealer #§ win 
a position to absorb the higher costs that would result from removal of T 
exemntion of the retail dealer from the wages and hours law. basi 

This subiect is adeauatelv treated in the statement of Mr. Paul M. Mull com 
execntive vice president of the National Retail Farm Equipment Association | coy 

the snhcommittee on Anril 26, 1960, and T resnectfully urge that Mr. Mullike§ eon 






statement be given careful study and evaluation by this subcommittee. 
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FEWA strongly endorses Mr. Mulliken’s entire statement as a comprehensive, 
factual presentation of the justification for continued exemption of retailers 


B from coverage under the law. 


The FEWA membership is unanimously opposed to increasing the minimum 
wage to $1.25 per hour or in any amount above the present minimum for the 
reason that it would contribute to a cumulative inflationary spiraling of costs 


B which would place an additional eventual burden upon the small-business manu- 


facturer, the wholesaler and the retailer as well as the farmer, intensifying his 
present price-cost squeeze. It is believed that such an increase in the minimum 
wage would motivate a proportional or larger increase in existing wage scales 
throughout all segments of the national economy, thus adding to the costs of 
manufacture of farm equipment and supplies, wholesale distribution and retail 
distribution of these products, resulting inevitably in higher cost to the farmer 
for the tools he requires to meet his production needs. 

This statement is submitted for the advice of the Congress by unanimous 
vote of the board of directors of the Farm Equipment Wholesalers’ Association 
inresponse to instructions by the FEWA general assembly. 


CrystaAL LAKE, ILt., May 19, 1960. 
Hon. GRAHAM A. BARDEN, 
Chairman, Committee on Education and Labor, U.S. House of Representatives, 
Washington, D.C. 


DEAR CONGRESSMAN BARDEN: This letter is addressed to you on behalf of the 
National Licensed Beverage Association, a trade association composed of pro- 
prietors of restaurants, taverns, bar cafes, and cabarets. We also have some 
members who operate hotels and motels primarily in resort areas. Our mem- 
bership of approximately 40,000 is affiliated with our national association 
through 35 State and local associations in 28 States and the District of Columbia. 
Appended to this letter is a list of the affiliates of the National Licensed Bev- 
erage Association. 

The present retail and service exemption in the Fair Labor Standards Act 
isimportant to this industry of on-premise food and beverage retailers hecause 
of some unique characteristics of this tvpe of business. In the first place, the 
retail establishments which we operate are essentially local in character, and 
we, therefore, fear the effect of any nationwide regulation, or yardstick, whether 
itis applied to all or to only a few of the larger operations. We are the most 
regulated retail industry in the country today. In our work of preparing food 
and heverages for consumption on the premises, State and local authorities 
license the very existence of our establishments: State and local health agencies 
prescribe rules and insnect our premises to maintain proper health standards: 
and a great many of the States provide rules and regulations covering hours 
of work and minimum wages for at least a part of our emplovees. 

Even though we may be the most regulated industry, the regulations under 
which we operate apply indiscriminately to all, regardless of size. We do not 
have one set of regulations for the large establishments and another for the 
smaller ones. The present test for the application of the regulations under 
which we operate is the tvpe of business rather than the size. We are, there- 
fore, apprehensive of legislation which, on the theory that our business affects 
commerce, would subject our operations to Federal regulation, even though a 
further exemption for the very small establishments might be included. 

We believe Federal regulation of wages and hours in our industry would he 
disruptive in its application by reason of the existing variation in wage levels 
from State to State and from locality to locality within a State. The variations 
do not, however, indicate substandard wages in any area, because there is verv 
little variation in the relationship between these several rates and the cost-of- 
living levels in the communities where the rates prevail. This illustrates, we 
believe, the advantage of systems of local control in the wage-and-hour field 
for our industry. Where there is need for regulation the States have acted, or 
will act, to accomplish regulation locally. 

The application of a Federal law regulating wages and hours on a uniform 
basis throughout the country in eating and drinking establishments is further 
complicated by the fact that a substantial majority of our employees receive 
compensation in addition to their regular wages. All of our employees by their 
contract of employment are entitled to at least one meal a day and very often 
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two. Many of them are furnished uniforms and laundry, and the service 





ployees obtain gratuities and tips in the regular course of their employmen 
In the resort areas employees are very often furnished with lodging also. | Thy 
system, which has grown up over the years, has adapted itself to regulatin 
provided by State minimum wage laws, and the State regulatory boards hay 
taken these facts into consideration in establishing wage rates. 

It is our hope that the committee will examine carefully the problem pm 
sented by these employees who receive compensation in addition to a staty 
wage. There appears to be no reasonable method of calculating the value ¢ 
such perquisites on a uniform basis since their actual value from place to plag 
and from State to State has such tremendous variation. On the other hand, {f 
the Federal Government were to attempt the calculation of the value of sua 
perquisites as they vary from locality to locality, the amount of administratin 
involved is reminiscent of wartime rationing and price and wage control a 
tivity. We submit that this situation illustrates the local characteristics of thi 
industry and furnishes ample reason for retention of the present exemption, 

The fact that our business has peak periods at regular meal times and in som 
cases during evening entertainment periods means that the problem of split 
shifts has some effect upon wage rates. Generally, where a split shift is worked 
there is a daily minimum wage as well as an hourly minimum. 

It appears from statements made by proponents of this legislation that the 
purpose is to apply the Federal law to only the larger units in the retail an 
service industries. We cannot help but wonder if the committee realizes that » 
far as our industry is concerned the language of this bill will apply the lay 
to establishments having as few as seven or eight employees. This is tru 
because of the classification based upon a yardstick of gross revenues from th 
establishments. Any dollar yardstick of this nature would result in inequity 
of application due to the high-rated commodity we sell. In 15 States it is pos 
sible for a restaurant or tavern operator to make sales of beverages by the 
package for consumption off the premises. In those States, many retailers have, 
in connection with their on-premise food and beverage business, a so-called pack 
age store operation. The commodity they sell has a sales price that is over 
one-half tax. A survey made by Licensed Beverage Industries, Inc., of retail 
price and excise taxes in the 29 license States indicates that on the average & 
percent of the retail sales price of distilled spirits is Federal, State, and local 
tax. This means that applying a coverage yardstick of $500,000 total annual 
volume of sales to on-premise food and beverage retailers who also make pack 
age sales, would in fact include those with a real volume of sales of only about 
half that amount. The same would be true of any other retailers whose sale 
prices contained a high proportion of tax. 

In the case of restaurants, taverns, and hotels that do some buying direct from 
outside the State, the $50,000 classification in the bill would include some estab 
lishments doing substantially less gross business than that in actual goods sold, 
since a high proportion of the actual sales price is tax—Federal and State. 

The application of this particular classification would be fairly commo 
throughout the country. It is a common practice for certain food items to be 
purchased direct from outside the State. A few examples will illustrate this 
point. A restaurant in Albuquerque, N. Mex., buys its meat direct out of 
Denver. Another in Hobbs, N. Mex., buys a quality type steak direct out of 
Kansas City. Specialty seafood houses in the interior of the country buy fish 
and shellfish direct from coast areas. A restaurant in Camden, N.J., buys meat 
and bakery goods out of Philadelphia. Many taverns in Illinois buy their 
dairy products and eggs direct from across the line in Wisconsin. 

These are small establishments having not more than six or seven, or at the 
outside eight employees. They will have a gross sales of around a thousand 
dollars per week, and in many cases a large part of this gross is the excise 
tax they are collecting for State and Federal Governments. The application 
of the Federal law to these small business enterprises is a far cry from its ap 
plication to multistate chains or establishments having a gross of at least @ 
million dollars. It appears to us that H.R. 4488 goes far beyond what was the 
original intention of the proponents of this legislation. 

Finally, we submit that the wages in our industry are not substandard, but 
have kept pace with the cost of living in the communities where the wages are 
paid. From a survey made in Pennsylvania and spot checked throughout the 
country for accuracy, we are informed that the wages, salaries, and pa 
taxes paid by our industry rose 56 percent in the 8-year period following 1948. 
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This means to us that our wage rates have kept pace with the increasing cost 
of living. In our business, success or failure depends upon the individual ability 
of the proprietor to prepare and serve food and beverages in a manner that will 
attract patronage. To furnish the best possible service in the most congenial 
surroundings he must have a superior type of employee. To get those employees 
he must depend upon the local labor market and pay the wages and perquisites 
paid by other users of labor in that market. The application of the law to the 
larger operations in an area and to the smaller operations where purchases are 
made in interstate commerce will, therefore, have an effect upon all users of 
labor in our industry. 

We submit, therefore, that the on-premise food and beverage retail industry 
needs a continuance of the present exemption: that the proposals contained in 
H.R. 4488 would be indefinite and difficult for the businessman to apply; and 
further, our increasing labor costs over the past several years show a respon- 
siveness to increasing living costs and that no Federal regulation is necessary. 

Respectfully submitted. 

NATIONAL LICENSED BEVERAGE ASSOCIATION, 
By LEONARD FELOMAN, 
Chairman, Governmental Affairs Committee. 


AFFILIATES OF NATIONAL LICENSED BEVERAGE ASSOCIATION 


Arizona Retail Licensed Beverage Association, Inc. 
California Licensed Beverage Association. 

California Tavern Association. 

Colorado Licensed Beverage Association, Inc. 

Florida Retail Liquor Dealers Association. 

Idaho Licensed Beverage Association. 

Licensed Beverage Association of Illinois. 

Indiana Licensed Beverage Association. 

Blue Grass Tavern Association (Kentucky). 
Maryland State Licensed Beverage Association. 
Massachusetts Retail Liquor Dealers Board of Trade. 
Michigan Table-Top Licensees’ Congress. 

Minnesota Licensed Liquor Retailers, Inc. 

On Sale Liquor Dealers of Minneapolis, Inc. 

St. Paul On-Sale Liquor Dealers Association. 
Montana Licensed Beverage Association. 

Nebraska Licensed Beverage Council. 

Nevada Licensed Beverage Association. 

United Tavern Owners Association of New Jersey. 
New Mexico Retail Liquor Dealers Association. 

State Restaurant Liquor Dealers Association of New York, Inc. 
Associated Tavern Owners of Brooklyn, Inc. (New York). 
North Dakota Beverage Dealers Association. 

Buckeye Retail Liquor Dealers Association. 

Oregon Restaurant & Beverage Association. 
Pennsylvania Tavern Association. 

United Tavern Owners of Philadelphia. 

Rhole Island Retail Liquor Dealers Association, Inc. 
South Dakota Retail Liquor Dealers Association. 
Utah Licensed Beverage Association, Inc. 
Washington State Licensed Beverage Association. 
Restaurant Beverage Association of Washington, D.C., Inc. 
Wisconsin Tavern Keepers Association, Inc. 

Tavern League of Wisconsin, Inc. 

Wyoming State Liquor Dealers’ Association, Inc. 


STATEMENT OF RIcHARD C, SACHS, NATIONAL TREASURER OF AMERICANS FOR 
DEMOCRATIC ACTION AND PRESIDENT OF SACHS QUALITY SToREs, INC. 


Mr. Chairman and members of the committee, my name is Richard C. Sachs, 
I am national treasurer and a member of the National Board of Americans for 
Democratic Action, and president of Sachs Quality Stores, Inc., a retail chain 
of furniture stores operating in the New York City metropolitan area. 
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I am privileged to appear before this committee in support of H.R. 4488, t 
extend coverage of the Fair Labor Standards Act and to raise the minimum wag 

Twenty-two years ago the Congress adopted the Fair Labor Standards A¢ 
with the announced purpose that it would use “* * * its power to regulate COD- 
merce among the several States, to correct and as rapidly as practicable f 
eliminate * * * labor conditions detrimental to the maintenance of the minimyp 
standard of living necessary for health, efficiency, and general well-being @ 
workers * * *,” 

The standard of living in the United States has shown vast improvement h 
the more than two decades that have elapsed since this act first became law, br 
there are still millions of citizens of this Nation who are not living, but existing 
and who are trying to raise families on what is actually a lower living wage i 
today’s economy than the 25 cents an hour prescribed as a minimum by the Fah 
Labor Standards Act of 1938. 

The proposed legislation involves two basic and related problems: in the fits 
place, the minimum wage of $1 an hour for workers in 40-hour industries coverel 
by the law represents gross wages of $40 per week. It is clearly not possible for 
an individual and more especially, the head of a family to live in the United 
States in 1960 on such an income; secondly, there are still millions of worker 
whose incomes are even lower than the statutory minimum because the industrie 
in which they are engaged are excluded from the provisions of this act. Theg 
exclusions were intended to be temporary ; they were to be remedied on a gradual 
and realistic basis. In 1938 the Congress adopted the legislation toward the end 
of a devastating economic depression which caused untold misery for most of 
the families in the United States. It was perhaps wise, therefore, to adopt a 
go-slow policy so that the effect of the new concept of minimum wages and maxi 
mum hours could be studied and the results measured and analyzed. 

The practical and expedient approach which dictated these exemptions in 1988 
has resulted in improper discrimination and is a millstone on our economy it 
1960. Part of the load of this drag weight is borne by the workers who are et 
cluded, but a large portion of this economic burden is borne by every Americal 
in the form of extra and unnecessary taxes for welfare, relief, hospitals and 
the corrective institutions necessitated by want, privation, indigence or de 
pressed living standards and crime. 

What is the social and economic result of these exemptions and of the low 
minimum contained in the present law? It is the tragic sickness, discontent and 
human misery spawned by poverty. The growing need for public welfare assist 
ance and relief are directly attributable to incomes below the subsistence level. 
Families in such dreadful economic straits cannot contend with illness or serious 
accidents; they must rely upon publicly supported hospital services and clinic 

Juvenile crime and delinquency is also a product of conditions in which young 
people are forced out of school at an early age to supplement family income 
Every individual taxpayer in the United States is today paying the piper’s 
price for low statutory wages and exemptions. The cost of minimum wages 
business and industry would be far less than precipitously increased taxes for 
relief, more police protection, social workers and parole officers, larger prisons 
and reformatories, greater public hospital facilities and the spreading blight af 
slums. This Nation and its business and industry ean afford the slight adjust 
ments that may be required by H.R. 4488; but our Nation can no longer afford 
the dismal byproducts of unconscionably low wages. 

On March 8, 1960, the New York City Council adopted a resolution urging the 
legislature of the State of New York to enact a law which would provide fora 
$1.25 per hour minimum wage and extend coverage to some 700,000 employes 
in New York who are not now covered by the established minimum wage. The 
resolution was based upon the report of a council committee which revealed 
dramatically the serious consequences which have resulted from the payment of 
substandard wages in many trades and industries; 44.3 percent of the familie 
who receive home relief include, according to the report of the council, wage 
earners whose incomes are being supplemented by the city welfare department 
The city welfare commissioner stated that the city could save approximately 
$1 million per year if a $1.25 minimum wage were established. The report of 
the New York City Council found, “that many thousands of families in the 
city of New York ars subsisting under substandard living conditions primarily 
because of the low wages paid to the wage earners of the families; that this 
constitutes a social and economic danger to the welfare of our city, the State and 
the Nation: that this condition, with living costs mounting, has resulted in great 
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demand for (and the expenditure of) many millions of dollars annually by the 
city of New York and by private voluntary social services, hospitals and chari- 
table organizations in an effort to alleviate these conditions * * * .” The 
council further found, “This problem is not unique to the city of New York, 
put exists to a greater or lesser degree in every community throughout the State 
of New York and the United States. * * * These vast expenditures constitute 
subsidies by the taxpayers and contributions to business and industry, which 
are neither morally nor economically justifiable * * * .” 

The adoption of the original act in 1938 brought predictions of dire conse- 
quences; it was widely stated that the covered industries would be put in an 
economic vise from which they would never escape. Today, these industries 
are making larger profits than ever before in history. The workers who benefit 
from the provisions of the act are earning more and are able better to enjoy for 
themselves and their families the fruits of our great democracy. It is significant 
to note that the greater earnings of workers in covered industries go in large 
measure for the purchase of the goods and services of the very industries which 
they are serving. A worker who earns a decent wage can afford to buy or rent 
a better home; he can afford to furnish it with attractice furniture and acces- 
wries; he can purchase the necessary clothing for this family; he can have 
the radio, TV set, washing machine, and other appliances which are no longer 
luxuries in our country: he can enjoy the vast facilities of the entertainment 
industry and other service establishments. Consumer expenditures are made 
possible only by the greater purchasing power available to the workers who 
serve American business and industry, 

The long failure to remove exemptions contained in the 1938 law vitiates the 
very purpose of that act as avowed by Congress in its findings and declaration 
of policy. These exemptions still apply to many millions of employees in retail 
and service establishments as well as to employees engaged in laundering, clean- 
ing, agriculture and other industries and business too numerous to mention. 
Many of the industries still exempt have failed to keep pace with the growth 
and expansion of covered industries. Certainly one of the reasons for this has 
been the maintenance of low wages and poor working conditions and the forced 
employment of many substandard workers. 

Retailing is the industry with the largest number of workers still excluded 
from the provisions and the protection of the Fair Labor Standards Act. There 
are almost 7 million retail employees against whom this discrimination is con- 
tinued by congressional fiat. I cannot, gentlemen, concur with some of my 
respected friends and colleagues in the retail trade in their predictions of dire 
consequences if the proposed legislation is adopted. Of all of the industries and 
business in the country, retailing would benefit most directly from increased 
wages. It is the retail commodity which would be most quickly sought after, 
when basic necessities have been met, by workers who would begin to receive a 
minimum standard rather than substandard wages. It is the retailer whose 
iusiness would expand through increaed consumer purchasing power as a result 
of increased minimums. 

I submit to you that it is not possible for a family to be raised in the New 
York City metropolitan area, or any other large urban center, on the $1 an 
hour that is the present minimum; it is even less possible on the substandard 
wages (that is, under $1 an hour) that are still paid by many exempt industries. 
Inthe New York Times of March 25, 1960, James Reston makes the disturbing 
point that “in a country with the unbelievable annual personal income of $393 
million (as of February). there are still 32,200,000 people living on less than 
80 a week for a family of four. Included in these 32 million are one-fifth of 
the Nation’s children, and 8 million over 65.” 

The economic and social consequences of failing to increase the minimum 
wage and expand the coverage of the Fair Labor Standards Act would perpetuate 
uman misery and encourage the protracted distress of intolerable economic con- 
ditions for millions of American citizens who are employed in excluded enter- 
Drises. Such discrimination is not, and has never been, the purpose of the Con- 
gress in enacting the legislation. U.S. business and industry has largely sur- 
passed the statutory minimums, but the millions of American wage earners who 
z oo receive the protection of the Federal law have been subject to a great 
niustice, 

H.R. 4488 would substantially correct the inequities which exist in the cover- 
age of the act as well as in the extent of the minimum wage. This proposed 
legislation would amend and redefine the present law in such a way as to pro- 
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vide a better standard of living for over 7144 million workers who are not now 
included within the scope of the act and would improve wage conditions both for 
the newly covered workers as well as the portion of the 24 million presently 
covered workers who are receiving less than $1.25 per hour as a wage. 

It has been estimated that of the 7% million workers to whom coverage would 
be extended by the proposed legislation 4,150,000 are in the retail trade. Of 
these almost 50 percent, or 1,920,000 are earning loss than the $1.25 minimum 
wage that the act would provide. For these workers, passage of H.R. 4488 
means the difference between continued poverty and ability to purchase the 
necessities of life. 

In testimony before this subcommittee, business and industry spokesmen have 
expressed concern about the application of the overtime provisions of this leg 
islation. It has been said that to apply a 40-hour week provision to retail stores 
which normally stay open for a considerably longer period will place an unfair 
burden upon the employers affected. In my industry it has long been the prae 
tice of retail stores to fill in and balance work schedules by the employment of 
part-time personnel who work nights and Saturdays and to adapt the work 
schedules of full-time employees to the many requirements of retail trade. In this 
way, we have been able to regularize the schedules of our employees without 
any dislocation of the operation of our business. For this reason, I am certain 
that passage of H.R. 4488 would not place an undue burden upon other retailers, 

In this connection, also, emphasis has been placed upon alleged inequities 
which would result if employers were required to pay commission salesmen 
overtime for work in excess of 40 hours a week computed on the basis of average 
earnings. While it is true that the earnings of commission salesmen pose a 
special problem, this objection does not impair the basic validity of the legisla 
tion as it affects millions of other workers who are paid on an _ hourly 
basis and for whom the calculation of overtime presents no unusual difficulties, 
Computation of overtime for commission salesmen is a special situation which 
should be dealt with separately under the law. In fact, authority already exists 
in the present statute for the Administrator to meet this problem by establishing 
some suitable formula as the base for computing overtime. 

H.R. 4488 specifies coverage for employees of retail establishments except 
when the annual gross volume of sales is less than $500,000. Thus the only ex- 
clusions would be the so-called mom and pop establishments. This is an entirely 
reasonable philosophy which neither places an undue burden upon the very 
smallest retail business nor puts large retail concerns at an unfair competitive 
disadvantage. I would have grave doubts, however, about the wisdom o 
equity of the administration proposal (H.R. 7490) which would provide for the 
extension of coverage to “any business enterprise in which the total annual 
volume of incoming merchandise, materials or supplies moving directly across 
State lines to its place or places of business is $1 million or more, and one hut 
dred or more employees are employed by the employer.” (Emphasis supplied). 
According to the administration’s own estimate this proposal would result ina 
raise in wages to only 650,000 employees as opposed to some 1,920,000 who 
would receive increases under H.R. 4488. Moreover, when you are dealing witb 
retail firms with 100 employees and $1 million in annual gross volume you am 
no longer dealing with only the small mom and pop stores. In addition to deny- 
ing coverage to many hundreds of thousands of employees H.R. 7490 would 
undoubtedly create inequitable situations for middle-sized and larger retailers. 

There have been statements to the effect that the proposed legislation i 
inflationary. To me these arguments are specious; there certainly has been 
responsible economic presentation which would indicate that this legislation is, 
in fact, inflationary. Furthermore, it is inconceivable that in the United States 
in 1960 we can dispose of as inflationary, legislation which would provide the 
very barest minimum wage to millions of Americans who are today hardly 
earning enough for subsistence. 

I have already indicated some of the social and moral reasons which dictate 
the passage of this legislation, but as a businessman who must make a profit 
I am firmly convinced that there are sound economic reasons as well. Retailers 
will benefit directly from increased purchasing power of workers in the retail 
trade. With increased minimums the very workers who serve the retail indu® 
try would be in a better position to enjoy the many products which are sold in 
thousands of retail stores throughout the Nation. At substance or substandard 
wages, these workers cannot hope to enjoy the goods which are manufactured by 
American industry and sold by the retail trade; they cannot therefore contribute 
to the continued expansion of the American economy. 
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An employee who is under constant strain and hardship resulting from his 
eonomic plight cannot possibly attain the productive standards we should be 
able to expect from American workers in business, agriculture, and industry. 
Bficiency and productivity cannot be separated from decent working conditions 
aud fair wages because the employment market is a competitive one to no lesser 
extent than is the market in which the goods and services of American industry 
are sold. We know from experience that the incentive to produce is directly 
related to the ability to earn. American business, and more particularly the 
American retail trade, can more readily afford to pay a living wage to em- 
ployees than it can afford the dreadful consequences that must result from 
continued substandard wages. The palpable consequences are manifested in the 
form of the exorbitant tax burdens that are levied upon business and industry 
for public assistance, public health, and public safety. 

The Fair Labor Standards Act became an integral part of our national life 
more than two decades ago and it since has been recognized as having made 
an important contribution to the continued economic expansion, industrial 
growth, and social progress of the United States. The wage and hour provi- 
sis of this act have become part and parcel of our economy, and the minimum 
standards provided have created an atmosphere in which employees of business 
and industry are able to provide better services and more efficient work in the 
covered industries. The adjustments demanded by the passage of the act in 
1988 were effected without material hardship or serious dislocation and an 
examination of these industries today reveals continued health and continuing 
prosperity. The exclusions from the 1938 act were entirely expedient in nature ; 
it was never intended that these exclusions should continue, in perpetuity, to 
afford protective standards to some workers while enforcing substandard con- 
ditions on others by statutory omission. 

High level, quality work and production and continued economic expansion 
can be maintained only by employees who are paid enough on which to live and 
support their families with decency and self-respect. 


LAKE City, Fua., May 13, 1960. 
Hon. D. R. Brtty MATTHEWS, 
House of Representatives, 
Yew House Office Building, Washington, D.C.: 

Deak Mr. MATTHEWS: As a matter of record the retail merchants division 
of the Lake City, Columbia County, Chamber of Commerce is opposed to exten- 
sion of the minimum wage bill (S. 1046) and related bills as pertains to retail 
and service trade. Will appreciate your views and comments. 

Sincerely, 
J. Stuart WOLFE, 
Chairman, Retail Merchants Division Lake City, Columbia County, 
Chamber of Commerce. 


Cave Sprines, GA. 
Hon. Pri. LANDRUM, 
House of Representatives, 
Washington, D.C. 
Deak Six: Having heard of bill No. H.R. 4488, as introduced by Mr. Roosevelt 
of California, I urge you to vote to defeat said bill. 
I feel and think this bill can only hurt all small woodland operators all over 
the South. It will put many thousands out of work. 
Sincerely yours, 
JAMES O. REED. 


Macon, Ga., March 22, 1960. 
Hon. Pai, LANDRUM, 
House of Representatives, 
Washington, D.C. 

Deak Mr. LANDRUM: It has come to my attention that Senate bill 1046 by 
Kennedy of Massachusetts, and a companion bill H.R. 4488 by Roosevelt of 
(alifornia which amends the Fair Labor Standards Act to increase minimum 
Wages to $1.25 per hour and for other purposes which include a reduction in the 
lumber of people employed from 12 or less people, to 8 or less for exemption for 
teporting under the act. 
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I am of course always certain of your interest in knowing how any legislatig 
may affect these people you represent, and their thoughts on any proposed legis 
lation. It is my considered opinion that both provisions of these bills would hay 
a serious detrimental affect on our economy. The provision for raising th 
minimum wage as I am sure you realize, is inflationary and is not desirable from 
that standpoint alone. The other provision which would reduce the exemptin 
from 12 men to 8 men would seriously hamper the small logger in his operations 
As you may know, most of our timber is harvested by people of limited finanea| 
means employing 10 or 12 men and could not possibly purchase the necessay 
expensive equipment to reduce their force to 8 or less. This would not only put 
the small logger out of business, but would decrease the number of people en. 
ployed in such activity. This would actually mean that anyone going into th 
logging business, or anyone carrying on a logging business, would have to pu. 
chase quite a bit of expensive equipment to do the work, and replace labor whid 
would ordinarily be employed. This equipment would have to be purchased ani 
used for this work despite the fact that the development of equipment designe 
specifically for use in logging pulpwood and sawtimber is far behind the develop 
ment of equipment for other purposes including small businesses that are unde 
one roof so to speak, and does not have to be as mobile as equipment used i 
logging. As you know, forestry in Georgia is progressing at a very rapid rate 
much faster we believe than anyone has ever expected. The increase in produce 
tion from our woodlands has meant much, and with protection from discriminat- 
ing legislation and support from everyone concerned, we feel could mean mor 
to the economy of Georgia in the future than anything else coming from our lané. 

We are sure you realize the importance of our forests in Georgia, and the ip 
dustries that they support and feel confident that you will do what you ca 
toward defeating these two provisions of the bills mentioned; but we did want 
you to know our thoughts on this. With best personal regards, I am 

Yours very truly, 
J. E., PHILLps, 


THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA, INC., 
Washington, D.C., May 27, 1960. 
Hon. GRAHAM A. BARDEN, 
Chairman, House Labor Committee, 
House Office Building, 
Washington, D.C. 


DeaR Mr. BarDEN: The Associated General Contractors of America, on behalf 
of its 7,400 general contractor members and 127 chapters and branches, make 
the following comments and recommendations concerning H.R. 4488 and othe 
bills before the House Education and Labor Committee to amend the Fair Laba 
Standards Act of 1938. 

Our experience is that an increase in the minimum wage at this time is neither 
justified nor necessary. We are convinced that many of the proposals befor 
your committee could have a serious inflationary effect on the Nation’s economy. 
However, if Congress does decide to increase the statutory minimum wage, ther 
are some long overdue safeguards which must be written into the law to prevent 
the administrators of the wage and hour law from exercising unlimited and some 
times arbitrary power in interpreting and applying the law. 

In the past, the Labor Department has extended application of this law far 
beyond that originally contemplated by the Congress. We feel that to extenl 
coverage of this law to new workers without correcting some of the vagaries it 
the present language of the act and eliminating some of the redtape created }} 
administrative rule in applying and enforcing the law, would be to unjustifiably 
compound an unrealistic and, in some instance, a harsh application of the att 

We think that in some areas the construction industry would be adverselj 
affected by an increase in the minimum wage, particularly where the steps alt 
not gradual and where the increased rate applies to those employers now cove 
for the first time. Consideration should be also given to providing ample leat 
time so that future contracts can be priced according to the new wage standards 
and to prevent inequities on contracts now underway. 

For the most part, however, the main difficulty in the construction industt 
has been the matter of overtime. What is the rate of pay on which overtime’ 
based? The average negotiated wage rate in building construction today is $3.55, 
yet the Labor Department may say that some fringe benefit must first be added 
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on top of this high rate in order to arrive at the “legal’’ rate on which overtime 
at time and one-half is computed. 

The enclosed summary sheet describes in detail some of the situations wherein, 
we believe, changes should be made to remove certain inequities and ambiguities 
relating to construction work now covered by existing law. Such changes would 
be beneficial to both employers and their employees within the construction 
industry. 

We appreciate this opportunity to present our views, and earnestly hope that 
the committee, when it covers legislation of this nature in executive session, will 
consider the important issues we have raised. 

Sincerely, 
WILLIAM E. DuNN, 
Assistant Executive Director. 


WAGE-HOUR ISSUES IN CONSTRUCTION 


(A) Subsistence and overtime payment requirements 


Recent rulings of the wage and hour office have held overtime under the act 
must be paid not only on negotiated hourly rates (which far exceed the statutory 
minimum), but must also be paid on the ‘value of subsistence” furnished em- 
ployees in the area of project operations. 

A clear example is in Alaska where through a collective bargaining agreement, 
wage rates are specified ranging from $3.73 per hour to $5.08 per hour with 
overtime at time and one-half these rates for hours worked after 8 hours a day 
or 40 hours a week. In addition, overtime is paid at double these rates for 
Sundays and holidays. This same labor agreement provides that the employer 
furnish free board and room in isolated areas such as Aleutian Islands and areas 
north of the Arctie Circle. The labor agreement provides for no overtime on 
such subsistences. However, the wage and hour office holds that overtime must 
be paid not only on the negotiated hourly rate but on the value of the sub- 
sistence as well. 

A telegram from the Alaska Chapter, AGC confirms the gravity of this 
situation and the possibility of potential liability of other contractors engaging 
in similar work in remote areas. The telegram from counsel for the chapter 
reads as follows: 

“Following is short summary of AGC contentions per request of W. S. Hibberd 
today. Alaska master labor agreement provides that contractors furnish board 
and lodging without charge to employees transported to jobs in isolated zones. 
Wage and Hour Division seeks to add arbitrary cost figure for this board and 
lodging to hourly wages to determine basic pay rates, although regulations 
exempt cost of furnishing facilities for benefit or convenience of employers and 
also exempt such cost unless such facilities customarily furnished to employees 
and subject to employees voluntary acceptance or rejection. In this instance, 
it is clear that (1) contractors and labor do not treat board and lodging as 
wages: (2) board and lodging not provided to local hires but only to employees 
transported to job: (3) board and lodging provided solely so that contractors 
can perform work in isolated zone; (4) employees are not free to accept or 
reject facilities as none other exist: (5) board and lodging furnished regardless 
of hours or days of work; (6) local hires receive same rates of pay. Matter 
has been submitted to Wage and Hour Division since July 15, 1958, with no 
decision yet. 

ALLEN, DEGARMO & LEEDY. 

May 138, 1959.” 


It is our position that the original intent of Congress when it passed the act 
in 1988 was to permit the inclusion of the value of such subsistence in the 
worker’s basic wage figure solely to determine if payment of the appropriate 
statutory minimum wage had been made, and for no other purpose. We believe 
that the Wage-Hour Administration has adopted a strained interpretation of the 
act which is manifestly contrary to the basic objective of the act. 

We would recommend that the Congress redefine what constitutes a “wage” 
under the law to eliminate the inclusion of such subsistence values in the com- 
putation of any overtime compensation. We suggest that Congress amend the 
language of section 3(m) (new language printed in italic) to read as follows: 

“(m) ‘Wage’ paid to any employee includes the reasonable cost. as deter- 
mined bv the Secretary of Labor. to the employer of furnishing such emnlovee 
with hoard, lodging, or other facilities, if such board, lodging, or other facilities 





1424 MINIMUM WAGE-HOUR LEGISLATION 





are customarily furnished by such employer to his employees: Provided, That the 
cost of board, lodging, or other facilities shall not be included as a part of way 
paid to any employee unless it is considered as a part of ‘wages’ for the comp, 
tation of overtime under the terms of a bona fide collective bargaining agre. 
ment applicable to the particular employee.” 


(B) Uncertainties in determining statutory overtime 


In construction, the price is put on a building structure or project before it 
is started. The profit margin in this most competitive business is generally 
quite small and the rate of business failure exceedingly high. With this back 
ground, consider the problem of the small contractor, with limited capital, who 
is confronted with a wage-hour order to make overtime back payments which, 
because of the uncertainties of the wage-hour administration, he had no way 
of calculating beforehand with any degree of accuracy. Even skilled lawyer 
cannot anticipate what kind of wage-hour liabilities may be imposed upon 4 
contractor after he has committed himself to a bid. 

We feel it is reasonable and in the public interest that Congress should prote¢ 
businessmen from unwarranted uncertainties of this kind. These are not just 
theoretical situations, but actual cases where the alleged violations are preé- 
icated on the alleged misclassification of workmen—cases where the overtime 
was being required at the carpenter’s rate instead of at the lower carpenter 
helper’s rate, and at the iron worker's rate instead of the teamster’s rate simply 
because the drivers handled rods in an unloading operation. 


(C) Application of FLSA to truck owner-operators 


The Wage and Hour Administration is creating still another uncertainty in 
labor costs to construction contractors by applying the overtime provisions to 
truck owner-operators who are used in large numbers on highway and engineer- 
ing construction works. Truck owner-operators own their own equipment, bid 
on hauling jobs on a ton-mile basis and otherwise manage their activities as any 
small businessman. Many of these truck owner-operators expand into sizable 
contracting concerns. Of course, as independent contractors, they would he 
exempted from the wage-hour law, but unfortunately for both the truck owner 
operator and contractor, the wage-hour Administrator insists on the presump 
tion that the truck owner-operator is an employee and subject to the minimum 
Wage and overtime requirements of the law. That is unfortunate because the 
truck owner-operator is paid on a ton-mile basis and the operation is simply not 
reducible to wages, hours, and overtime as required by the wage-hour Ad 
ministrator. As a result an impossibly complex situation is created. 

The wage-hour Administrator’s position in this matter is destroying the op 
portunity of small business firms to get started, and contractors are forced to 
discontinue the use of the truck owner-operator and buy and operate their own 
equipment. 

In view of the importance of the truck owner-operator institution in highway 
and engineering construction and in view of the national policy of fostering the 
small businessman, we cannot urge too strongly that the Congress take im 
mediate cognizance of this problem and clarify the matter by a statutory dee 
laration that equipment owner-operators are presumptively independent con 
tractors under the common law definition of the term and exempted from the 
coverage of the various Federal labor laws dealing with the construction 
industry. 


(D) More flexibility in computing overtime requirements needed 

It is evident that the wage rates in the construction industry are generally 
well above the average in other industries throughout the country. It would 
seem reasonable that under these circumstances that some recognition be made 
of the serious effects of weather conditions on employment in construction. Time 
lost in any one workweek cannot now be made up in any other week without the 
payment of an overtime penalty. The employee may suffer because he was 
“rained out” and this time could not be made up the next week without the 
wage-hour penalties. 


STATEMENT By E. M. Norton, SEcrRETARY, NATIONAL MILK PRODUCERS 
FEDERATION 


The National Milk Producers Federation is a national farm organization. It 
represents dairy farmers and the dairy cooperative associations which they 
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own and operate and through which they act together to process and market at 
cost the milk and butterfat produced on their farms, 

Many of the cooperative associations represented by the federation are man- 
ufacturing associations engaged in the processing and marketing of milk in the 
form of manufactured dairy products. Practically every form of dairy product 
manufactured in the United States in substantial volume is made and sold by 
farmers’ dairy cooperatives represented by the federation. 

Labor is an important item for the dairy farmer. It is used on his farm, in his 
dairy cooperative plant, and in the transportation of his commodities and prod- 
ucts. In addition, labor costs are reflected in the prices of things that farmers 
buy, thus affecting again his cost of producing and marketing food and his 
standard of living as measured by his purchasing power. 

On the other side of the picture, prices which farmers receive for their produce 
reflect whatever return the farmer receives for his labor and time. 

The federation has supported consistently the right of labor to organize in 
order to bargain collectively for wages, hours, and working conditions of em- 
ployees. It is our belief that labor should receive fair wages and that no one 
has a right to enjoy products manufactured by inadequately paid labor or under 
sweatshop conditions. 

By the same token, farmers should receive fair returns for the agricultural 
commodities they produce and sell, and no one should ask that food or other 
agricultural products to be produced and delivered to him at prices which do not 
reflect a fair return to the farmer for his investment and time. 

Many of our agricultural programs are based on the theory that the prices 
farmers receive should be reasonably related to the cost of the things that 
farmers buy, thereby maintaining the purchasing power of this important seg- 
ment of the economy. 

Legislation which would result in increased labor costs should be considered 
by Congress in connection with the urgent need for improving the parity posi- 
tion of the dairy farmer. Certainly increased labor costs should not be per- 
mitted to further aggravate the disparity between the prices farmers receive 
and the prices they pay. It would not be in the interest of labor, in the long 
run, to see the purchasing power of dairy farmers continue to be impaired by 
this disparity in prices. We tried that once before with disastrous results. 

Prices and wages are to a large extent relative factors. Thus we have never 
asked for high prices for dairy products. We have asked only that the prices 
farmers receive be fairly related to the cost of things that farmers buy. Neither 
have we opposed fair returns to labor. We ask only that, if labor costs are in- 
creased, parity be maintained between the prices farmers pay and the prices 
they receive. Since parity is currently out of adjustment to a serious degree, it 
is clear that any further increase in labor costs should, in all fairness, be re- 
flected in increased prices of food to consumers, and not passed back to the 
already distressed farmer. 

The first processing exemption in section 7(c) of the Fair Labor Standards 
Act of 1938 applies only to maximum hours and not to minimum wages. In the 
agricultural field, and particularly in dairying, this is a most important exemp- 
tion. Milk is a highly perishable product and the volume produced varies sea- 
sonally as well as from day to day. Whatever amount is brought to the plant 
must be processed promptly without regard to fixed schedules of hours. Demand 
also varies; and milk is a product which must always be available when the 
consumer wants it, regardless of the number of hours it takes to provide the 
service. We are justly proud of the record that has been made in this respect. 
The occasions when a consumer has not been able to obtain milk are extremely 
rare. 

We have encountered a number of irritating and inconsistent applications of 
the first processing exemption. These concern mostly parts of first processing 
which occur at different places or different times or which are performed by 
different persons. 

The theory underlying the first processing exemption is that a perishable 
commodity must be processed and that the application of fixed hourly schedules 
in such cases should be waived. This theory, of course, applies regardless of 
the fact that a part of the first processing may be done at different times or 
Places or by different persons. 

In order to correct this situation, we propose that section 7(c) be amended by 
adding the following sentence: 

“For the purpose of this subsection (c), the term ‘first processing’ shall include 
all operations prior to, including, and through the completion of such first proc- 
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essing, whether performed at the same or different times, or in one or mop 
places, or by one or more employers.” 

This is a simple, logical, and easily applied solution of a problem which, unley 
it is corrected, will continue to create unnecessary resentment and ill will towan 
labor legislation. 

A great deal of confusion arises when part of the employees of a plant ar 
ruled exempt and part are ruled nonexempt. Where the major function of, 
plant is first processing, all the employees should be ruled exempt. 

Independent contractors are used by dairy cooperatives, particularly in mik 
hauling operations. The status of independent contractors as against that ¢ 
employees should be determined by the general common law rule and not hy 
some special rule applicable to the labor law. 

A clarification of the application of the wage and hour law in line with th 
foregoing suggestions would accomplish much good by making the regulation 
more practical and workable. Such an application of the exemptions in th 
interest of simplicity and practicability would not result in an abuse of the 
exemptions, because to a large extent the exemptions are self-policing. Competi- 
tion in the hiring of labor takes care of that. 

Until these problems are taken care of, they will continue to create against 
labor legislation resentment and ill will which is unnecessary and quite out of 
proportion to the relatively small number of employees involved as related to the 
whole labor force. 

Another factor which is creating irritation and resentment against labor 
unions and labor legislation is the attempt on the part of a few labor organizer 
to enroll independent dairy farmers and independent milk haulers in unions 
Here again, the harm done to labor generally in the loss of good will is quite 
out of proportion to the issues involved. 

Congress intended for labor unions to bargain for wages and working condi 
tions of employees—and we have consistently recognized that right. But Cor 
gress intended for cooperatives to be the bargaining agent for prices to be paid 
to farmers—and we insist that this right be recognized by labor unions. 

Decisions under the antitrust laws have delineated the fields in which labor 
unions and cooperatives can work without being held to be illegal combinations 
In general, employees may bargain through unions for wages, but independent 
farmers cannot bargain through unions for the prices to be paid for the commoé- 
ities produced on their farms. 

There is one other thing that should be considered in connection with legisla- 
tion which would increase minimum wage rates. Because of a high standard 
of living and high wage rates in this country, our domestic prices are in many 
cases substantially above world price levels. This creates special problems for 
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this country in relation to foreign trade which other nations do not face in equal 
degree. 

As long as this condition exists, this country must maintain the right to sella 
fair share of its goods in export markets at competitive world prices, even though 
such prices may be below domestic price levels. And we must maintain, also, the 
right to control imports through quotas and increased tariffs to whatever degre 
may be necessary to offset the effect of this disparity in wages and prices. 

The General Agreement on Tariffs and Trade (GATT) would not permit such 
protection of either our export markets or our domestic industries, and it is 
most important that it should not be ratified by Congress. Neither should Com 
gress surrender its right to control foreign trade by setting up the proposed 
Organization for Trade Cooperation to administer GATT. 

Unless Congress retains control over our foreign trade, we are likely to find 
American jobs and American gold among our prominent export items. 

Some American companies already have established oversea plants to take 
advantage of relatively cheap foreign labor. Products made in these plants com 
pete in world markets with products made in this country where wage rates are 
many times higher. But even more serious is the harm which such products 
can cause to our domestic markets if their importation into this country is not 
controlled. 

In conclusion, we urge you to bear in mind in your consideration of possible 
wage increases (1) the need for farmers also to be fairly compensated for the 
food they produce: (2) the need to simplify the operation of the Fair Labor 
Standards Act: and (3) the problem created by the disparity in wage rates and 
living standards between this country and foreign countries. 
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SUPPLEMENTAL STATEMENT OF ANDREW J. BIEMILLER, DIRECTOR, DEPARTMENT OF 
unles§ LEGISLATION, AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL 
want ORGANIZATIONS 


it ang Mr. Chairman and members of the committee, for purposes of identification, 
1 of gg am director of the AFL-CIO Legislative Department, and with my distin- 
gushed colleague, Mr. Arthur J. Goldberg, I am cochairman of the joint mini- 
mi wum wage committee. The committee is made up of 22 national and interna- 
vat gf tional unions affiliated with the AFL-CIO, with the special purpose of seeking 
ot by f improvements in the Fair Labor Standards Act. This statement is presented on 
behalf of the committee and of the AFL-CIO. 
th th Unfortunately I was not able to attend all of the committee’s hearings in 
ation § person. However, I have read the transcript with great interest, and I hope I 
in thf can help to answer some of the questions raised by the committee during the 
of thef questioning of witnesses. 
mpeti-§ First of all, I would like to make a general comment. As I read some of the 
statements made in opposition to H.R. 4488, I felt as if I was being transported 
gains § back to the 19th century, or at least to 1937. 
out off 1 don’t think I am easy to shock, but I confess I was shocked to find Secretary 
to thefof Commerce Mueller—appearing as a declared spokesman for the administra- 
tion—saying that he was personally opposed to any wage-hour legislation: 
labor§ that in his opinion, wages and hours should be left entirely to the law of 
nizers § supply and demand. 
nion,§ Admittedly, the Secretary gave this as a personal view, rather than an ad- 
quite§uinistration policy. Yet he is a very important and influential member of the 
idministration; and his opinion, personal or not, was reflected in his testimony. 
cond: § [submit that the people of this country, through the Congress, decided long 
t Con igo that we need something more than the law of supply and demand when 
e paid§iuman livelihood is involved. Surely a worker deserves a wage floor just as 
: much as a bushel of wheat deserves a price floor. 
laborf I was glad to see that members of the committee reminded the Secretary 
ations Gilat if the law of supply and demand had proved to be a sound instrument 
ondent §for setting minimum wages, there would be no Fair Labor Standards Act on the 
mmod- Woks today. 
Admittedly, this is an extreme view. Unhappily, this approach was imitated 
egisla- §)y others. You heard a hotel owner with a gross business of better than $6 
ndard fuillion a year tell you that wage-hour legislation would bankrupt him. I don’t 
many f'tlieve it, and I don’t think the committee believes it, either. 
ns forf Admittedly there were opposing witnesses who sincerely raised genuine prob- 
equal fms. We do not want obscure language in this bill to extend its coverage to a 
im, otherwise exempt, because its telephone switchboard has interstate con- 
sella giections. There is no dark and sinister purpose, no hidden motive, behind our 
hough Flvocacy of this measure. To the extent that these objections by bona fide 
so, the fall businessmen are themselves bona fide, we support revisions to meet 
degree J'lem. 
ag, But in all candor, we cannot respond to the tune of the fellow who takes 
t such fa million but thinks a dollar an hour is too much. 
1 it is§ I think it is serious—and disturbing—to find so many of the opposing wit- 
1 Con §lsses repeating charges that are simply not true. I am afraid some of these 
posed tharges have become part of the folklore of the business community, or at least 
ifthe trade associations. 
to find Secretary Mueller insisted, in the face of all the evidence, that an increase in 
theminimum wage would result in a general increase of all wages, right up to the 
















o take Pighest. Mr. Mueller admitted he has no facts to support this view. He ad- 
s com pitted that the studies conducted each year by the Department of Labor dis- 
‘es are g0ove him. 


All the trade association spokesmen insisted that the retail work foree is 
most entirely made up of housewives, schoolchildren, teachers, retirees, and 
ipples, none of whom want to work full time. Yet the very best figure in 
uyport of this argument is that almost 40 percent of the retail workers are 
imploved less than 40 hours a week. There is nothing to indicate to what extent 
his is the choice of the worker or the employer. 

Since these same witnesses emphasized such matters as peak hours and peak 
“sons, I suspect it is more often the employer who offers part-time work than 
le employee who insists on it. 
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If any consideration should be given to the question of part-time employment, 
I think it should weigh in favor of our proposals. If only 30 hours’ work jg 
available, for instance, it is all the more important that the hourly rate should 
be adequate. 

The retail people, as I am sure you noticed, also contradicted themselves on 
this matter. On the one hand, they argued that small stores—not covered by 
the bill—would have to meet its terms in order to attract workers. On the 
other hand, they told you their part-time workers would rather be clerks thap 
work full time in a factory for twice the money. I don’t think they can have it 
both ways. 

Actually, neither situation is true. As President Meany pointed out, we are 
concerned here with the “working poor”’—with people who are fully employed, 
but who simply don’t make a living wage. In many cases, wages have gone 
up all around them; but their wages have not. Unfortunately, wage increases 
for the higher paid do not pull up wages at the bottom, any more than a higher 
minimum wage pushes up wages at the top. And there are not enough higher 
paid jobs to take care of all who want to work. 

It was also stated that it is cheaper to live in a small town, and therefore a 
wage of 75 cents or 90 cents an hour is perfectly adequate there. Yet the evidence 
is overwhelming that differences in living costs are relatively small, and are 
growing smaller with each passing year. The big difference is not in living 
costs, but in living standards. That’s what this bill is about; we want to assure 
a reasonable minimum living standard to every worker, in keeping with the 
purpose of the original act. 

Several witnesses also raised the question of higher produetivity, as though 
this was limited to factory work. Precise figures are not available, but from 
personal observation I would guess that the volume of merchandise handled by 
the typical retail worker has gone up faster than the per capita output in the 
average factory. After all, self-service is just as effective as automation, and 
it’s even cheaper, because it uses customers instead of machinery. 

Finally, we are, of course, gratified that Secretary Mitchell has testified that 
he is now in favor of at least a “modest increase” in the minimum wage at this 
time. His testimony before your subcommittee was particularly significant, we 
believe, because when the Secretary testified before the Senate Labor Subcom 
mittee last year he stated that he was opposed to any minimum wage increase 

We do not agree with Secretary Mitchell as to what would constitute a 
appropriate increase in the minimum wage. In our view, the $1.25 an how 
minimum proposed in Congressman Roosevelt’s bill is amply justified in the 
light of the evidence of the needs of low-paid wage earners as reflected in it 
creases in living costs, and the capacity of industry to pay based on increase 
in man-hour productivity and profits that has been adduced before your sub 
committee. Just as Secretary Mitchell was unduly cautious in proposing only 
a 90 cents an hour minimum wage in 1955—when Congress raised the minimup 
to $1 an hour and President Eisenhower signed this new $1 an hour minimum 
into law—similarly we feel the Secretary is being unduly cautious now whe 
he suggests that a 10 cents or 15 cents an hour increase in the minimum would 
fit into the category of a “modest increase” but a 25 cents an hour increas 
would not. 

Secretary Mitchell’s testimony indicating that he is not wedded to any par 
ticular formula for extending the coverage of the act, and that he is not com 
mitted to any precise figure for the total number of additional wage earners wh 
ought to be brought under the act’s coverage was also constructive, Here a 
however, we feel the Secretary is being unduly cautious. His goal of minim 
wage coverage, but not maximum hours coverage, for some 3 million additional 
workers is, in our view, inadequate. On the one hand, it discriminates W 
fairly against retail, service, and other workers who are as fully entitled 
reasonable hours of work and overtime compensation schedules as any other 
worker. On the other hand, it is far too limited when viewed in the perspectirt 
of the approximately 10 million workers not now covered who ought to be 
brought under the law’s protection. 

Now, let me turn to another question that appears to be of special interes! 
to the chairman and to other members of the committee as well—the possible 
effect of this bill on foreign trade. 

It is obviously true that imports from abroad are creating problems of it 
creasing gravity in certain parts of our economy. In our natural and prope 
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desire to help other free nations find a market for their goods, we have unwit- 
tingly caused genuine hardship to some domestic industries. 

We in the AFL-CIO support the reciprocal trade program. We believe there 
is overwhelming evidence that economic isolationism is as impossible, in to- 
day’s world, as political isolationism. But at the same time, we recognize the 
need for constant vigilance, constant reexamination of the trade structure, to 
prevent our generosity to others from becoming a disaster to ourselves. 

However, we do not believe that an increase in the minimum wage will have 
any visible effect on our ability to meet foreign competition. As one of your 
discussions brought out, when the wages in Hong Kong are 10 cents an hour, 
it makes very little difference if the wages in the United States are $1 or $1.25. 

By the same token, it is clearly impossible for us to compete on a direct, wage- 
to-wage basis. Some other method must be devised. We have had discussions, 
over the last 15 years, of the possibility of international minimum wage stand- 
ards. Such standards might be based, perhaps, on the relative purchasing 
power of wages in various nations. In any case the issue is not relevant to 
ninimum wages here at home. 

I want to emphasize what appears to us to be the fundamental argument, an 
argument that in our opinion makes every other consideration secondary. 

We have in our society a substantial number of men and women, fully em- 
ployed at useful jobs, who, no matter how hard they work, cannot earn enough to 
sustain a bare minimum standard of living. 

That isa fact. It is a hard and unpleasant fact. 

And we say, further, that the continuation of this condition is economically 
msound and morally indefensible. It hurts us at home and it hurts us 
overseas. 

This is the substance of our case. 

Several witnesses made much of President Meany’s statement that an enter- 
prise which could not pay subsistence wages deserved to go out of business. 
This was not an attack upon the American way of life. 

It is perfectly all right—more than that, it is praiseworthy—for an ambitious 
man to work long hours, with little or no return, in an effort to create and to 
build up a business of his own. We don’t want to handicap such men; we want 
tohelp them. And I might say, in passing, that we want to help them in a prac- 
tical way, through lower interest rates and friendlier fiscal policies generally. 

But at the same time, we would say to these ambitious men, “You have no 
right to expect others to contribute to your success by working for starvation 
wages.” We are not talking about partners; we are talking about employees, 
who will get little or no share in the proceeds if the enterprise prospers. 

This is the distinction ; and I think our position is sound. 

I would like to comment very briefly on a proposal made in the very last 
hours of the hearings, under which no person could be considered to be in 
violation of the 8-hour laws, the Walsh-Healey Act, or the Davis-Bacon Act 
mless such person is also guilty of a violation of the Fair Labor Standards Act. 
This is a truly astounding proposal, for it would amount to an implied repealer 
of these basic Federal labor statutes. 

Make no mistake about it, this is an antilabor proposal, for it amounts to 
nothing more than a proposition to wipe out the whole structure of fair labor 
standards for employees working on Government contracts. 

Now, in conclusion, let me remind you briefly that H.R. 4488 takes a very 
conservative approach—a very modest approach, to use Secretary Mitchell’s 
words—toward the problem of the “working poor.” 

The increase of 25 cents in the minimum wage is far less than the average 
inrease in wages over the last 5 years. Even assuming full-time, year-round 
employment, a wage of $1.25 an hour is barely enough to cover the necessities 
of life. 

The extension of coverage to an additional 71%4 million workers would still 
leave some 13 million others outside the protection of the law. 

We are interested in those 13 million too, including the agricultural workers. 
We do not want to “discriminate” against them, as Congressman Ayres put it. 
But we are up against the realities of the legislative process. 

In our view, H.R. 4488 is as far as we can realistically expect to go at this 
time. We don’t want a political issue; we want to help people. 

It is estimated that some 3 million workers, out of those newly covered, 
would get wage increases in various amounts. We know it has been suggested— 
and was written into the Senate bill—that these people be brought up to $1.25 
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in steps. We doubt whether this is a necessary precaution, but we are not 
dead set against it. These people have been denied their moral right to decent 
wage-hour standards for so many years that the essential point, the indispen 
sable point, is to bring them under the act, even if it must be in steps. 

It seems to us that the basic case is clear beyond question, and that the 
proposals before you are sound and workable. 

We hope you will not be moved by the formless fears and wild imaginings of 


those who oppose this bill. It is not inflationary; it is not destructive to bus} } 


ness; and if it is socialistic, we have been living under socialism for a genera 
tion, without realizing it. 


We hope—and we believe—that you will report a bill that meets the desperate ‘si 


need of our “working poor,” and corrects to some degree the economic, social, 
and moral injustice of their plight. 


STATEMENT OF E. LYNN CARTER, EXECUTIVE SECRETARY, PENNSYLVANIA 
ASSOCIATION OF LNDEPENDENT BUSINESS 


We wish to thank the committee and it’s chairman for the opportunity of 
submitting this statement of our organization's position regarding the proposals 
to increase and extend the provisions of the present Fair Labor Standards Ad 

The association has a membership of some 3,000 small businessmen in Pent 
sylvania. We are not associated or connected with any other trade or business 
organization. Our members are engaged in all lines of business enterprises—in 
manufacturing, wholesaling, and transportation, as well as service, retail, and 
restaurant business. To a greater or lesser extent, all of our members will be 
effected by any enactment of the various proposals now under consideration 
by this committee. And so will all of the 4 miilion or more small businessmea 
in the Nation. 

We have given careful consideration to the various proposals to amend the 
Fair Labor Standards Act as embodied in the House and Senate bills introduced 
on this subject. During the past months we have also asked our members to 
express their views as to increased rates and extension of coverage of the pres 
ent law. 

Their replies were by no means unanimous. As a group, the majority (6 
percent to 82 percent-—3 percent not replying) opposed the extension of the 
minimum wage and hour law to the small business field. In manufacturing and 
other covered employment, the majority favored a limited increase in the pres 
ent $1 an hour minimum wage. In retail, service, and allied industries, the ma 
jority were opposed. 

We mention this mostly for the record. We are sure that the committee is 
well aware of the various arguments advanced pro and con by representatives 
of labor and industry on this subject. It is not our point to belabor the merits 
or demerits of this proposed legislation. 

We wish, if possible, to confine ourselves to the small business exemptions 
granted under the proposals before this committee. 

In these hearings, and in preyious hearings before the Senate subcommittee 
last May and June on companion bills, it was repeatedly expressed by members 
of labor and industry and by members of the committee itself that the exter 
sion of the Fair Labor Standards Act was not intended to apply to small busi 
ness. In this we concur. 

The difficulty, it seems, is to define ‘“‘small business.’ 

In the retail and service fields, national chains like Sears, Roebuck, A. & P, 
and others are obviously “big business.” A corner confectionery store, with 
one or two part-time employees, is equally obvious as a “small business.” 

In between these two lies a tremendous gulf. In this gulf, this committee is 
charged, in the retail and service industries, with determining—probably one 
and for all—a dividing line between large and small business. It is of vital com 
cern to industry and labor, to all business, large or small. 

In Pennsylvania, as in all other States having minimum wage laws in these 
fields, no such drastic step has ever been attempted. A differentiation as t0 
minimum wage according to the size of a business represents a new concept of 
the powers of Government. It is a most difficult undertaking. 

We note that House bill 4488 established the line by annual dollar volume of 
business. We are not by any means certain that this is a true test of a small 
business. 
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For example: A relatively small automobile dealer, selling only one or two 
sa day—and we have many members in this category—would far exceed 
proposed $500,000 limitation. Yet, he could comfortably operate with a 
ndfull of employees. A small hometown builder, employing only one or two 
renters, and erecting only one or two residences a year, would undoubtably 
@ed the proposed $50,000 limitation. 

























rg gf | lertainly, the small automobile dealers and little contractor is equally a 
bus}. @uall businessman” as the corner grocer. Nobody has as yet stated that these 


all contractors and automobile dealers should be brought under the coverage 
(the act—but, there they are. 


orate | Since there is such a wide difference between selling automobiles and safety 
cial, Fis, We Suggest that exemptions based on annual dollar volume do not pre- 


tan accurate standard in determining what constitutes a small business. 

Nor do exemptions based on number of employees lend themselves much 
tter. To handle small items takes a large number of employees compared 
large articles such as farm implements or manufacturing machinery. 

We suggest, therefore, that in invading this new field of small business exemp- 
ins that the committee weigh carefully the merit of a small business exemp- 
om based on both dollar volume and number of employees. Such a proposal 
scarried in Senate bill 1967. Such a proposal, we believe, would be acceptable 
pall small businesses. 

We are not given to look into the future. We do not at this time know what 
at this extended coverage will have on large and small retail and service 
sablishments. Small business fears the unknown. 

We do know that the average small businessman is anxious to pay a decent 
ae. We do know that an increased minimum wage without extended cover- 
ge would still tend to raise wages in uncovered employment. We know, too, 
at overtime provisions, recordkeeping, and Government interference pose 
mblems for small business. 

In this, as in other things, we must creep before we walk. We therefore 
gin suggest that the determination of a small business be along the outlines 
entioned above. 


AMERICAN PULPWoOOD ASSOCIATION, 
New York, N.Y., May 25, 1960. 

Th CHAIRMAN AND MEMBERS OF THE HOUSE SUBCOMMITTEE ON LABOR STANDARDS, 
nse of Representatives, Washington, D.C. 
GENTLEMEN: I have now had the opportunity to see the prepared and oral 
stimony submitted by George W. Brooks of the International Brotherhood of 
fulp, Sulphite & Paper Mill Workers before your subcommittee on May 19 last. 
In view of Mr. Roosevelt’s questions on page 2007 of the transcript and Mr. 
Brooks’ statements with respect to pulpwood producers, I must reiterate my 
, wn testimony of April 19 and state that at no time in the history of the pulp- 
nod industry, in all regions of the country, has there been any severance of 
ttee wods’ employees from pulp company payrolls to create small-size wood produc- 
: ion units, 
Ihave spent a lifetime in the forest products industry as a forester, pulpwood 
il reducer, and as executive secretary of the American Pulpwood Association 

ud know this industry intimately. Mr. Brooks’ and Mr. Hartung’s statements 
teabsolutely contrary to the facts. 
Pp The 12-man exemption was added to the Fair Labor Standards Act in 1949 
vith vhelp the small wood producer. It did not create him. There has been no 
vi Raitt of employment from large company payrolls to small employers in this 
dustry since 1949 or at any other time. 


€ BE More people entered the forest products industry since the end of World War 

me Hi as the demand for these products has increased and because the Federal 

colt Fiovernment has encouraged the placing of row crop farmland into soil bank 
ind forest reserves. 

7 Finally, pulpwood producers are not the employees of their customers as Mr. 


brooks would have you believe. These producers do not only produce pulpwood 
t of itt also a host of other wood products, such as sawlogs, veneer logs, poles, 
liling, crossties, fence posts, and mine timbers, which are sold regularly to 
e of lifferent customers. The nature of the tree felled determines who the customer 
nall Tor it will be. 
Very truly yours, 
W. S. Bromtey, Precutive Secretary. 


55097—60—pt. 3 32 
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STATEMENT SUBMITTED BY FERN M. CoLporn, SECRETARY FOR SociaL Epvuca 


je to 
AND AcTION, NATIONAL FEDERATION OF SETTLEMENTS AND NEIGHBORHOOD CEN 


pm. 


Regard 


In line with the official action of our organization that a basic minimum vidual 


should be paid of at least $1.25 per hour: 


“The extension of the principles of the Fair Labor Standards Act should peopl 
to cover retail and service employees ; employees of business enterprises eng Mm exce 
wholly in interstate commerce; farmworkers and professional persons un irs—u 
self-employed.” Ethie 


We believe that the time has already passed when the above should be thely 


of the land. In view of the cost of living, $1.25 an hour is not an exceggiypils de" 
wage, but rather it would improve our economic situation because of the addi doc 
tional goods that would be purchased thereby. We no longer can see reason fg” bing. 
having only a part of this country covered by a minimum wage law. The egg Tes 
of living knows no discrimination nor should our laws. er, o 
au 
en exc 
ow. We 
STATEMENT IN BEHALF OF THE NATIONAL RETAIL MERCHANTS ASSOCIATION Kiycturin: 
My name is Clarence A. Bartlett of Lowell, Mass. I am executive vice pre -! 
dent and a substantial stockholder of the A. G. Pollard Co., the only fami) 
owned department store in Lowell, and one of the oldest family owned depar; 
ment stores in the United States. Some of the employees of the store have bea§ The b 
represented by the Retail Clerks International Union for some 14 years. nate sul 
I appear before you in behalf of the National Retail Merchants Associatingy as to 
of which I have been a member for many years. The National Retail Meduge ove 
chants Association has a membership of over 12,000 department stores and spesfur eco! 
ialty stores employing hundreds of thousands of persons. The NRMA is pureyfiuiled fl 
a voluntary trade organization. produce 
The membership of the National Retail Merchants Association is representel§ Any « 
in all States of the Union, including Alaska and Hawaii. While its memben§ntes in 
ship includes many of the largest stores of the country, its members numericallfthe cou 
are made up primarily of many thousands of smaller stores with annual saléfdusetts 
volumes ranging from less than half a million to $5 million. Hence, the associtfypon a 
tion is truly representative of this segment of retailing. of retai 


My object in appearing before you is to present the position of the Nationi§st whic 
Retail Merchants Association relative to the proposed amendments to the Faif The 
Labor Standards Act of 1938, as amended, which directly affects the interests (dearly 
the National Retail Merchants Association members. The views which I prese§the U.S 
hereafter represent those of the association, except where I have interjectel§ mquest 
personal observations as to the effect on the A. G. Pollard Co. employ 

As you know, retailing is, and has been since the act was first passed, exemp§four re 
from its wage and hour provisions. Bills are now before Congress which, iJ On a 
enacted, would remove this exemption completely or would divide the industn highest 
on the basis of annual sales volume and/or units operated, so as to encompas§tions, t 
certain segments of the industry within the coverage of the act and leave th§rersus 
remaining segments exempt. These bills also propose increases in the preselgvhole, 
$1 per hour Federal minimum to $1.25 or $1.50 per hour. $1.22 i: 

The association strongly opposes any legislation designed to eliminate thin non 
present retail exemption, or to amend the exemption, so as to extend the act tif less th: 


certain segments of the industry on the basis of annual sales volume, the numbeg We | 

of units operated, or by any other arbitrary classification. <A : 
that 

NRMA’S BASIC POSITION — 

urt 

The position of NRMA as endorsed by its members is, and I quote: seven | 

“The need, if any, for establishment of minimum wages for localized busineS§ tions 1 

such as retailing is properly a matter for State and local determination. TH§ employ 


Federal legislative authority should not reach into areas which historically aif by the 
properly rest with the various States and, therefore, the retail exemption in 4 contro 
Fair Labor Standards Act of 1949, as amended, should be retained in its presel| For 
form.” nhinim 

Because Congress did not intend to apply national wage and hour controls Right 
localized and basically intrastate business such as retail stores and service esta other 
lishments, it purposely and deliberately wrote a retail exemption into the &§ the le 
as initially adopted in 1938. Since that time, proposals have been repeated existi: 
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CA’ je to eliminate the exemption, but Congress wisely has seen fit to reject 

































Regardless of the size, or sales volume, or character of its ownership, the in- 
iidual store is as essentially a local enterprise today as in 1938. It caters to 
he people within its own particular local shopping area. It has no other func- 
m except to serve customer needs within a limited trading area. Its business 
urs—unlike those in industry—are dictated and controlled by the shopping 
quirements of its customers. 

ne lag 12 this regard, I would like to interject at this point that as service organiza- 
soot mons devoted to serving customer needs, retail establishments normally open 
saqmieit doors for customer service some time between 9 and 10 o'clock in the 
on fqgporbing. This is done even though the traffic flow, sales, and jingle of the 
e ques registers is normally minor and most discouraging at this time. How- 
er, retailers, unlike manufacturers, generally operate with a basic full-time 
«aff Which is maintained through these slack periods though the payroll may 
en exceed actual sales and the productivity of the salespeople is extremely 
ov. We do not lay off full-time employees in slack periods as is done in manu- 
acturing when sales drop off and inventories remain high. These retail em- 
oyees presently have continuous employment throughout the year. 


uld | 


‘ION 


PURPOSE OF THE ACT 


The basic purpose of the Federal minimum wage law as enacted, is to elimi- 

nite substandard labor conditions in concerns engaged in interstate commerce, 
i~ as to prevent one manufacturer from obtaining an undue competitive advan- 
Mevfuge over another through the exploitation of his workers. It is to safeguard 
wr economy and the public against the monopolistic control and resultant cur- 
feuiled flow of goods in commerce particularly in industries where the number of 
roducers or prospective producers are limited by capital requirements. 
Any danger of monopolistic practices arising from variations in local wage 
mtes in the retail and service trades with more than 244 million outlets across 
ithe country is difficult to conceive. The price at which my store in Massa- 
husetts, under our competitive wage scales, sell a pair of shoes has little effect 
ton a fellow merchant in California or upon his customers. The recruitment 
ifretail employees, the hours they work, the wages paid to them, and the prices 
Hit which the store sells its goods are all subject to keen local competition. 
The variation in retail wages by geographic regions and size of community is 
i‘early demonstrated by an official survey of the Bureau of Labor Statistics of 
the U.S. Department of Labor completed in 1957. This survey, conducted at the 
request of Congress, covered average earnings for over 6 million nonsupervisory 
employees in all segments of the industry throughout the country divided into 
‘four regions, namely Northeast, South, North Central, and West. 

On a regional basis average retail wages ranged from $1.68 per hour in the 
highest region of $1.16 per hour in the lowest region. Aside from regional varia- 
tions, there were definite variations within each region as between metropolitan 
versus nonmetropolitan communities. For example, taking the country as a 
Hvhole, the average earnings in metropolitan areas were $1.50 per hour against 
$122 in nonmetropolitan cities. In each of the four regions the average wage 
e th# in nonmetropolitan cities was 17 cents, 20 cents, 26 cents, and 28 cents per hour 
Ne less than in the metropolitan cities. 

We believe that the States are in a better position to determine what, if any 
wage and hour controls are needed, than the Federal Government. We believe 
that the States can and are coping successfully with this problem where the need 
arises. 

Currently 83 States and territories have minimum wage legislation. Twenty- 
sven States and the District of Columbia have special minimum wage regula- 
ine} tions for retailing tailored to the character and needs of our industry and its 

employees. The variations in both minimum wages and hours of work adopted 
’ aif by these various States is a further confirmation of the differences of needs and 
n WH controls considered appropriate to maintain fair working standards. 
eselif For example, 13 States and the District of Columbia have established a $1 

ninmum. Two more States vary their minimum between 80 cents and 90 cents. 
ls Light more States have a minimum of 75 cents per hour. Minimums for the 
start other States are less than 75 cents. This demonstrates a realistic approach by 
e ai the legislators in these States in setting a fair minimum in keeping with the 
tediif existing cost of living. 
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udents 


Even more significant is the fact that eight of these States vary their minimy yroll e 


wage rates by size of community within the State—again a realistic effort » order 
relate local wages to local living costs. Many of these States during the j nople a 
5 to 10 years have increased their minimum rates as living costs demanded, Binal ta 

We strongly believe that this State approach is more practical in meeting Those 


problem than a Federal national rate applied uniformly regardless of cost-of the pl 
living factors. It demonstrates the ability as well as the inclination of tibet und 
States to regulate intrastate and local business as and when action is needéifiy, mini 


Those State jurisdictions which have not adopted any minimum wage ani excess 
hour laws applicable to retailing have obviously deemed the imposition of su ‘the e 
minimums unnecessary. Certainly no one can challenge the “expertise” of thine and 
citizens of a particular area in evaluating the conditions under which they liy depart 


and work. If improvements were deemed of paramount necessity by a majoritybrcenta: 
of the citizens certainly they, acting through the democratic process, would hay) work 
secured enactment of minimums, adividu: 
f5 days 
ime req 
rould 0! 
duce t] 


UNEMPLOYMENT IMPACT 


While the Federal minimum wage places a floor on wages and a ceiling @ 
hours of work unless premium pay is given, it does not in any way guarante 
continuous employment. The imposition of a Federal retail minimum wage with 
its 40-hour workweek and the premium overtime rate of time and one-half a 
employee’s “regular” rate would have a direct and we believe serious effect of The in 
total retail employment, particularly as applied to the medium and smalleh seriou: 
size stores. These a 

Even though local retailers have been exempt from the Federal minimum wagelention 
it has nevertheless exerted a direct impact upon retail wage rates and hours @fAiminis 
work. To remain competitive in their local market, many stores with the imfpite co 
position of the $1 Federal minimum wage have had to increase their minimums tofhietely ii 
this amount or as close thereto as they could afford in order to attract goof First 
employment applicants. Some stores which under their wage structure couldfiremiun 
not increase their minimums have had to resort to the alternative of reducingfh week 
their employee workweek so that the current hourly rates paid would beffiese sa 
equivalent to or closely approximate to the Federal rate. While these full-timefhnd pro’ 
employees have benefited by one or two more leisure hours each week, their take ftom 75 
home pay has not increased. fthe ] 

Many stores have had to resort to the use of a greater number of part-time peo filary « 
ple in order to keep their payroll expenses in line, frequently at a sacrifice offlour A 
service to customers. As full-time employees have resigned, the tendency has feecutin 
been to replace, to the extent possible, with part-time employees. heir we 

Figures of the Bureau of Labor Statistics of the U.S. Department of Labor on fey su 
the average number of weekly hours worked by employees in retailing as a whole § Take 
and by department stores bear out this situation. These BLS figures present the filerab! 
average hours per week employees worked as follows: be a 
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From these figures it will be seen that when the 75 cents Federal minimum y™pen 
‘ate was applied in 1949, the average weekly hours of workin retailing as 4 To rt 
whole was 40.4 hours and for department store 37.8 hours. In 1956 the average Fe t 
weekly hours had dropped in retailing generally to 38.6 and in department stores F'? con 
to 35.6 when the Federal minimum was increased to $1. Since that increase Py ar 
the average workweek in retailing as a whole in 1959 has dropped to 38.1 and Feects 
for department stores to 35.3 hours, even though store open hours for the Pomel. 
industry as a whole have remained the same or in some cases they have been Fly b 
increased by multiple night openings. manage 

We feel certain that if coverage should be extended to retailing the reduction F™ting 
of paid hours retail employees work will be further accelerated. Stores would Je 4 
have to drop marginal less-skilled employees whose productivity would not sup 
port a higher minimum. Young inexperienced people particularly high school 
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ydents seeking a start in retailing would be penalized. To meet increased 
wyroll expense, stores would have to resort to greater self-service by customers 
» order to reduce the number of people on the payroll. Thus, while full-time 
Beople at the minimum wage level would receive a higher hourly rate, their 
tual take-home pay would be reduced because of a reduced workweek. 

Those employees working on a commission basis would be severely penalized 
®y the premium pay requirements after 40 hours. It should be carefully noted 
hat under State minimum wage laws, overtime premium pay is applied against 
ye minimum hourly rate and not against the “regular” rate of employees earning 
nexcess of the minimum. The Federal law requires that all people regardless 
fthe excess of their earnings over the minimum must be paid at the rate of 
ime and one-half for hours worked in excess of 40. It is the current practice 
department stores to allow straight commission people, who are paid a certain 
vrceentage of each dollar of sale which they make, to voluntarily permit them 
®) work more than 40 hours if they wish to do so, and a great many do. These 
wividuals are actually part of a group who are willing to work 6 days instead 
{5 days a week, or more hours per day to increase their earnings. If the over- 
me requirement of the Federal Act were imposed upon retail employers, they 
yould of necessity eliminate overtime work for these employees and thereby 
1S ME duce their weekly earnings. 


WHITE COLLAR WORKERS 


The imposition of Federal wage and hour controls to local retailers will have 
serious managerial and cost impact with respect to their white collar workers. 
These are bona fide executive, administrative and professional employees as 
mentioned in the act and as defined and regulated by the Wage and Hour 
\iministrator. To be exempt from the overtime provisions of the FLSA, these 
rhite collar workers must meet a number of unrealistic criteria which are com- 
letely inappropriate for retail management. 

First is a salary criteria: To be exempt from the requirement of overtime 
emium pay, an executive must currently receive a minimum salary of $80 
week and an administrative or professional employee, $95 per week. In 1949, 
hese salary criteria were respectively—executive $55 per week; administrative 
hud professional employees $75 per week. After the Federal minimum was raised 
fom 75 cents to $1, the current increased salary reqirements were imposed. 
ifthe present Federal minimum rate is again increased, undoubtedly higher 
wary criteria will be imposed on these white collar workers by the Wage and 
jour Administrator. A second unrealistic requirement for exemption is that 
xecutives and administrative employees cannot devote more than 20 percent of 
heir working time performing duties of the character performed by those whom 
or on Mey supervise. 

yhole# Take the example of a buyer. To be successful he or she must spend a con- 
t the #derable amount of time on the selling floor in contact with customers so as 
0 be acquainted with their needs and know the proper kind and quality of 
merchandise to buy. In peak periods during the day and especially in certain 
“asons, a buyer must wait on customers in order to provide the service ex- 
ment Bected in a department store. 


ce of 
has 


ay This is even more true with the assistant buyer particularly in the medium 
~~ Rie and smaller stores. In the eves of retail management an assistant buyer 
at assistant department manager is an executive and so carried on the store’s 
gg gecutive payroll. The Wage and Hour Administrator has ruled that there may 


no more than one executive in a department. Thus an assistant department 
hanager to be exempt must qualify as an administrative employee and must be 
num #Mpensated at a substantially higher rate than his direct superior. 
asa Torun a department store efficiently certainly requires supervisors to work 
rage Pre than 40 hours at times and frequently at routine tasks. These people 
ores Fe Compensated by adequate salaries and enjoy executive status and benefits. 
ease Ply ambitious individual who is anxious to advance up the executive ladder 
and #vects and is willing to work longer hours than required of rank and file per- 
the Mel. The imposition of the white collar regulations to retailing would seri- 
peen Sly hamper their ability to progress and would impose such severe and rigid 
mahagerial restrictions upon the store’s management as to prevent it from op- 
tion #"ting efficiently. This seems a far departure from the purpose of a minimum 
ould #"8ge designed to provide a wage floor for marginal workers. 
sup 
hool 














1436 MINIMUM WAGE-HOUR LEGISLATION 


MINIMUM RATE DECEIVING 








In the A. G. Pollard Co. our minimum starting rate is 90 cents per hour fm 
beginners and inexperienced people. This rate increases to 95 cents in 30 4 
These minimum rates are paid only to part-time high school employees. Oli 
employees are started at $1 or more per hour depending upon experience, J 
judge the cost impact to retail employers solely on the basis of the minim 
rate such as $1 per hour is highly erroneous. An employee working 52 w 
a year on a 40-hour basis is paid for 2,080 hours. 

In the A. G. Pollard Co, a regular full-time employee is only scheduled 
3914 hours per week or 2,041 hours per year. From this total of 2,041 we 
deduct 120 hours paid for vacation; 80 hours available as paid sick time; 
approximately 56 hours of paid holiday time for a total deduction of 256 hom 
This leaves a balance of 1,785 hours of productive time during which the 
ployee takes approximately 123 hours for coffe breaks, and an added 123 he 
of paid shopping time. 

The cost per year for a 40-hour paid week at $1 per hour requires an addif 
of $62.40 for employees’ FICA contribution; (Federal Insurance Contributi@ijst se 
Act) ; another $62.40 for Federal and State employment security contributis 
workmen’s compensation insurance premiums of approximately $15.40 and pigiomat 
mium on wage continuation insurance of $8.28. This brings the actual a@ Any si 
of this full-time employee at $1 per hour up to $2,228.48 for the year. Duriajmploye: 
this year the employee is actually available for 1,785 hours at an hourly Costi@mall ex 
the employer of $1.248. Using $1.10 per hour on the same schedule and the same must 
rates of tax and insurance, we arrive at a total of $2,450.49 for 1,785 hours orgie qual 
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hourly cost of $1.873. At $1.25 per hour the hourly cost becomes $1.555. i] seel 
andar 
INFLATIONARY ASPECTS urger st 


As the Federal minimum wage has been increased, manufacturers have fou 
it necessary to pass on, in the form of higher prices to the retailer and tot 
customer, all or a substantial part of their increase in payroll expense. Retaila Aside 
have had to reflect increased manufacturing costs in the prices of their merechaifime pr 
dise to the consumer. wuld b 

Unionized employers paying well above the Federal minimum rates are gépendous 
erally subjected to union demands for proportionate increases in their contr extre 
rates to maintain existing differentials each time the minimum rate is rais@ The v: 
Again this has had a serious inflationary effect. mputa 

It certainly would in the A. G. Pollard Co., which as I previously stated @ach we 
organized by the Retail Clerks International Association. An increase in i@idition 
Federal minimum rate would result in the union demanding immediately orgies, e 
the next wage reopening date a restoration of the wage differentials existifgfM the 
prior to the increase for employees receiving more than the minimum. Thisnscien 
another example where not only the majority of employees, but those earl Proper 
in excess of the minimum would receive wages increases completely unrelated@ind cost 
any increase in productivity. jloyees 

An analysis of my store’s payroll indicates that if a Federal minimum @onld be 
$1.10 should be imposed, our payroll would be increased by 12 percent, includile addec 
all of the direct and indirect cost factors which I have previously mentioned #f the a 
a Federal rate of $1.25 should be imposed, we would experience a 27 per™rho con 
increase in direct and indirect payroll costs. A 12 percent increase in paj 
costs would wipe out our profit after taxes. Obviously, with a 27 percent! 
crease we could not remain in business very long. 


Legislated wage increases ignore the basic economic principle that a true In con 
increase results only when accompanied by increased productivity and effice eral 
on the part of employees. If not accompanied by increased productivity ? Mation: 
represent nothing more than added costs for the employer to assume. This bing 0 
cost cannot be absorbed under existing retail margins without wiping away The in 
profits of many stores and confronting others with serious operating losses. —P'* th 


The Division of Research of the Harvard Business School annually re oe 
significant figures on department and specialty store operations. Figures e as 


1958 (latest available) show a net profit after taxes for all department sta” for 
of 2.75 percent. For smaller stores doing under a million dollars annual to ] 
volume it was 1.8 percent. In order to maintain existing profits or rem iness 
business at all, retailers will be forced to raise the price of their goods to the? mt. V 
sumer if competition permits. This precipitates an inflationary effect, age an 


not only nullifies the increase in purchasing power of those receiving the lee t 
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eased wages, but also decreases the purchasing power of the public as a whole. 
merefore, the extension of the Federal minimum wage to retailing, carries the 
isk of precipitating two dreaded consequences—inflation and unemployment. 


PARTIAL COVERAGE 


Proposals to divide the retail and service industries on the Wage and Hour 
me by placing some under the Federal Act, while exempting others are both 
icriminatory and unsound. Such proposals have been made many times 
fore, but Congress wisely has seen fit to reject them. They are merely piece- 
al or “foot in the door” approaches designed to extend Federal controls in 
reas Which properly rest with the States. 

They are based upon the assumption that size alone, whether measured by 
s or number of units operated, represents ability and obligation to pay. 
disregard the basic characteristics and competitive nature of retailing. 
io division of the industry, whether imposed on the basis of sales volume, num- 
rof units maintained or type of ownership, can be effected without creating 
ost serious inequities. Aside from the principles involved, such an approach 
ould impose insurmountable administrative and enforcement problems. It is 
xiomatic that laws should not stand if they cannot be enforced. 

Any such division of the trade would not only discriminate against the larger 
mployer, but seriously injure the smaller employer, intended to be exempt. The 
nll employer must compete in the same labor market as the larger store. 
Me must be competitive both as to hours of work and wages offered to obtain 
'S Orde qualified help he needs. If he is not, the more skilled or productive worker 
i] seek the higher paying job and the small employer will attract only sub- 
andard employees. Such division of retailing would have the effect of making 
wger stores larger and eliminating many smaller retailers. 


a - ADMINISTRATIVE PROBLEMS 
ni 


etail§ Aside from the serious impact of the basic Federal minimum rate and its over- 
ime provisions, the administrative problems posed in complying with the act 
wid be equally burdensome and actually unworkable for retailers. The tre- 
ire g@mendous recordkeeping involved, particularly in computing overtime pay would 
extremely difficult and costly to the retailer. 

The varied forms of compensation utilized in retailing would require a special 
mputation for each employee compensated on other than a straight salary for 
uch week in which there was overtime beyond 40 hours a week. This is in 
idition to the other recordkeeping requirements under the act which, in them- 
ves, exceed normal business needs. Consequently, compliance with the act 
mi the administrative regulations thereunder would be difficult for the most 
mscientious retailer. 

Proper enforcement of the act under its present coverage is a most difficult 
i costly process. If coverage is extended to the millions of additional em- 
loyees in the retail and service trades even a token enforcement of the act 
mld be difficult to achieve regardless of the number of employees which might 
added to the staff of the Wage and Hour Division. Inadequate enforcement 
the act would be unjust and discriminatory to the honest retail employer 
‘arho conscientiously attempts to comply with the act. 


oe 
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CONCLUSION 


In conclusion, may I repeat that in our opinion the application of the present 
ficiemmecderal wage and hour controls to the retail and service trades would be 
ity f@ationary and would contribute greatly to present unemployment, as well as 
is ping out the profits of many small merchants. 

way, ‘te imposition of a $1.25 minimum to the retail and service trades would 
os pte the liquidation of many of the smaller retail stores and deprive the em- 
“yees therein of the livelihood which they now have. 

We assert again that the determination of the need, if any, for wage legisla- 
t stmt for localized businesses such as retailing and the service trades should be 
ral to legislators within the States. The rights of States to regulate local 
m iness within their borders should not be preempted by the Federal Govern- 
thea@ett. We emphatically urge, therefore, that the present exemption from the 
’ age and Hour provisions of the Fair Labor Standards Act for the retail and 
the F*Vice trades should be retained. 
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Evans INc.,, 
Atlanta, Ga., March 21, 1969, fireside 





Hon. PHritip LANDRUM, 
House of Representatives, ‘ion, are 
Washington, D.C. ju and 
Dear Mr. LANDRUM: We operate three small restaurants and a commissary; 
Atlanta. For the fiscal year 1959 our volume was $511,357.57. After drawi 
$28,000 in salaries for ourselves, we showed a net profit of $15,691.74 or 3) 
percent, before State and Federal taxes. This was our best year since estab 
ing our business 13 years ago. subject 
If H.R. 4480 should pass and we continue to operate our restaurants the Hon. P23 
number of hours as at present, it would increase our payroll $80,515.76 per louse ( 
This increase would wipe out our salaries and profit, leaving us with a sub Washin, 
tial loss for the year. Even adjusting our hours and making other changes I 

would leave us in a very precarious position. My 
Should this bill become law, we and other restaurants would be forced nittee ; 
increase prices substantially. Other small businesses that are affected wo 1938 
also have to raise their prices. This would all add to more inflation. ” om 
If H.R. 4480, with extended coverage, is passed, it will put many small fimg@@ nt 
out of business, and those who manage to survive will have to reduce the nur Speci: 
of people they employ, thereby causing more unemployment. cause 
We also object to H.R. 4480 on the grounds that is one more instance of f onde 
Federal Government encroaching on States rights. vorks . 
For the above reasons, we urgently request your support in defeating Hig’ Ver 
4480. _ | 
in the « 


ommen 















Sincerely yours. 





JoHN D. Evans. 


Tuomas Evans pubin | 
Hernert Evans pit the 
Any t 
if the 
STATEMENT OF WILLIAM L. Batt, JR., SECRETARY OF LABOR AND INpDUsTRY, gould g 
COMMONWEALTH OF PENNSYLVANIA feld in 
we of s 


1 wish to thank the subcommittee for this opportunity to present Pentyg 1 Tp. 


vania’s position on the questions of coverage and minimum wages under the Piijrastices 
Labor Standards Act. 9 Th 
Our position is briefly this: jlishme 
1. We favor extension of coverage to large retail and service establishmei 3 y¢ ; 
as proposed in H.R. 4488 introduced by Representative Roosevelt. great 
2. We favor raising the present dollar minimum to $1.25. wt be v 
3. We urge cutting down the present seasonal exemptions from overtime MBit woulc 
for canning and processing. them off 
Pennsylvania’s recent experience in introducing minimum wages for ret The ] 


trade and service occupations reaffirms the feasibility of minimum wage Pe@y effec 
lation in these occupations and the capacity of these industries to adjust to MMi plin 
sonable minimum wage standards. It also emphasizes the need for Fede@icactre 
standards for large enterprises because of the cumbersomeness and slownes @iated a 
State action. \ 
At the rate of progress since the first State minimum wage was enacted nef 
50 years ago, it is going to take another 50 years to get any minimum wages! 
storeworkers in all the States, if you depend on the States to do the job. 
According to my latest information 23 of the 50 States have some minimw 
wage regulation for retail trade under State law. In only 12 of these is? 
minimum wage as high as $1 an hour for any group. In only six does the ddl 
apply to men as well as women. Only 14 have a statutory minimum wage at 
level. It is quite clear that minimum wages by State action can never 
sufficiently high and comprehensive to eliminate unfair competition from 
















Re Fair 


Hon, P-: 
thairm: 


minimum wage labor in the United States in our lifetime. § Lal 
I urge favorable action also to cut back the present broad exemption in@ p,,p 
Fair Labor Standards Act that allows virtually unlimited overtime for work Associt: 


in seasonal fruit and vegetable canning and processing without time and a 
pay. 

Past history, both in our Nation and our State, gives convincing proof that 
of us benefit when the Nation’s prosperity is more adequately shared by the 
prosperous among us. And certainly it is the proper function of Government, 
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196) president Lincoln pointed out, to do for people what they cannot do for them- 
‘Buves. Millions of Americans, in my State and elsewhere throughout the Na- 
jon, are looking to this committee for some relief from near poverty. I am sure 

mu and your associates in the House and Senate will meet their need. 


sary | 

rawil 

or 3/ LYCOMING COUNTY ASSOCIATION FOR THE BLIND, 

cablis Williamsport, Pa., May 18, 1960. 


abject: H.R. 9801. 

© Sihjon, PHIL LANDRUM, 
T Yeh iouse of Representatives, 
OSE vashington, D.C. 
My Dear Mr. LANDRUM: It has come to our attention that the Subcom- 
ced nittee on Labor Standards is going to amend the Fair Labor Standards Act 
#1938 as it relates to blind workers employed in workshops. I will be unable 
attend the hearing but would like the statement contained in this letter 
1§ neluded in the record. 

shy Special or sheltered workshops employ a large percentage of people who 


Wo 


' wause of a handicap in addition to blindness cannot be considered employable 
of nthe ordinary sense. The benefit that many of these people derive from such 

yorkshops is largely therapeutic. All workers that are employed on work that 
g B iscovered by the FLS Act are paid a piece rate that would enable a nonhandi- 

apped person with reasonable training to earn the prevailing hourly wage paid 

i the community for similar work. Accordingly, each blind worker is paid 
ans, gommensurate with his ability to produce. This encourges healthy competition 
Ame tihin the workshop, the more productive worker is rewarded for his ability, 
ans giud the workshop is able to market a product that is competitively priced. 


Any bill that would make it mandatory to pay these workers a set percentage 

i the prevailing minimum wage whether it be 40 percent or 80 percent 
sTRy,gvould greatly retard, indeed reverse, the progress that has been made in this 

fed in the past 25 years. The result of such an act could in our opinion take 

me of several directions depending on the policy of the individual agency : 
enw 1. The number of blind persons employed in sheltered workshops could be 
1 Pi irastically reduced. 

2. There would not be the incentive with the accompanying “pride in accom- 
jishment’” now enjoyed by these marginal workers. 

3. If the number of people employed remained the same, it would be necessary 
greatly increase the subsidies in these shops. Contributors probably would 
lot be willing to underwrite the increased cost. If subsidies were not increased, 
ne Miitwould then be necessary to price the products at a level that would soon take 
them off the market. 

The Fair Labor Standards Act as it is now administered is in our opinion 
e rem effective guarantee against the exploitation of blind workers by agencies for 
to The blind. Any law that would establish flat minimum hourly rates would be 
iMPiisastrous for the blind people now employed by these agencies for the reasons 
neSs Fitated above. 

Very truly yours, 


hme 


nea FRANK M. LABAw, Executive Director. 
ges { 

b. 

imu 

is fi ‘ NATIONAL ASSOCIATION OF INSURANCE AGENTS, INC., 

» doll New York, N.Y., May 19, 1960. 


at ag Re Fair Labor Standards Act of 1988. 

ver $iion. Pom M. LANDRUM, 

m i thairman, Subcommittee on Labor Standards, Committee on Education and 
Labor, House of Representatives, Washington, D.C. 


in! Deak Mr. CHAIRMAN: This representation is made on behalf of the National 
fOr Associtaion of Insurance Agents, a voluntary membership association number- 
a AE ng approximately 35,000 insurance agency members. Included are an estimated 
hat 10,000 individuals, duly licensed by the respective States, who are proprietors, 
ha Martners, or corporate principals in the firms and corporations which comprise 
- t the membership. 


Affiliated with the national association are State associations in every State 
ind territory and approximately 1,200 local associations throughout the country. 
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There are presently pending before your subcommittee various proposals % 


many rural areas of our country the present minimum wage and hour requir 
ments are causing a serious problem to our member insurance agencies. In many 
areas the expense of hiring an additional employee for an insurance a 
makes such hiring prohibitive, yet, at the same time, there may be in the arg 
a number of capable personnel who would be willing and able to occupy a positigg 
at the prevailing local wage level. 

The present interpretation of the Fair Labor Standards Act applies the ful 
provision of the act to insurance agencies as they have not heretofore been m 
garded as retail or service establishments. This creates a serious problem 
that the retail and service establishments may compensate their employes 
under the prevailing area wage standards but our member insurance agencig 
must pay the higher and, in some cases, prohibitive rate of compensation. 

Our association took cognizance of this inequity at a recent meeting. We 
view with real concern the apparent trend in legislation pending before you 
committee which might develop an even more severe problem in many areas. 

The members of this association urge that this subcommittee (1) resist ip 
flationary pressures for increasing the minimum wage standards, and (2) specif. 
ically exempt the type of business, including a local insurance agency, which in 
many areas of this country faces insuperable obstacles in meeting the pro 
visions of the wage and hour law. This inequity in the present law should im 
mediately be removed. 

Respectfully submitted. 


increase the minimum wage provisions of the Fair Labor Standards Act, mf 


PauL H. Jones, President. 


STATEMENT BY DEAN FRANCIS B. SAyrE, JR., ON BEHALF OF THE CITIZENS COMMIT 
TEE ON THE Farr LABor STANDARDS ACT OF THE NATIONAL CONSUMERS LEAGUE 


The Citizens Committee on the Fair Labor Standards Act was first organized 
more than a decade ago, in connection with the effort to increase the Federal 
minimum wage from 40 cents an hour to 75 cents an hour. 

A number of us who, through our professions or through our community 
activities, came into contact with our less fortunate fellow citizens, felt it was 
our civic duty to see what could be done to relieve their distress. 

It seemed to us that while there were numerous worthy agencies concerned 
with the ill, the aged, and the unemployed, there was no organization through 
which public-spirited but otherwise disinterested citizens could help those who, 
for one reason or another, were forced to work for less than subsistence wages 

We were pleased to find that several hundred outstanding persons throughout 
the country agreed with us, and were willing to lend their support to our efforts, 
And we were glad to play a small part in the successful campaign for the 7% 
cents minimum wage. 

Our committee has been reactivated several times in the last 10 years, when 
——- need appeared most urgent. We feel the urgency has never been greatet 
than now. 

As you know, two issues are involved in the bill you are considering—th 
amount of the minimum wage, and the coverage of the law. We find it hard to 
imagine why there should be any substantial objection to the bill on either count 

It seems to our committee that an increase in the Federal minimum wage to 
$1.25 an hour can be criticized only on the ground that $1.25 is not enough. It 
is not necessary to take a scientific study to prove that no one can live propery 
on less. One visit to a supermarket will prove the point. 

And yet we know that millions of Americans are paid less than $1.25; many 
of them less than $1. Less than 8 years ago the Department of Labor found that 
more than 25 percent of all the Nation’s retail workers were paid less than $1 
an hour, and a full half of them less than $1.25. 

These workers, not only in retailing but in the other low-wage groups, have 
little recourse but the Congress in their quest for assistance. For the most part 
they are in occupations where union organization has so far been a practical 
impossibility. And the record proves that State legislatures, for whatever cause, 
have failed to come to their assistance. 


The argument that the several States should take some responsibility in this 
area may have a theoretical appeal. I submit, however, that the record of the 
last 21 years, since the first wage-hour law was adopted, proves that the theory 


has not led to action. 
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It may appear from these remarks that our primary interest is in the work- 





swho are not now protected by the law. That is true only in the sense that 
tie others, such as the workers in the garment trades, already have powerful 
esmen. 

= are not minimizing the need for a $1.25 minimum wage for covered work- 
as, both for their immediate economic benefit and to lessen the threat of sweat- 
dop competition. But it is fair to say that the plight of the workers who are 
yw denied the protection of the law is even worse. 

There is no longer any valid excuse, in our view, for continuing to exclude al- 
inst half the potentially eligible workers from Federal wage-hour standards. 
this legislation is no longer an experiment, as it was 21 years ago. It was no 
jubt correct for Congress to proceed cautiously when this field was first en- 
red. But now we are in a position to see that wage-hour legislation works 
shen it is applied; that it raises purchasing power, relieves the distress of the 
west paid, creates rather than reduces employment, and has no visible effect 
yon the general price level. 

We realize that in some fields which this bill proposes to cover, such as the re- 
iland service trades, the present wage level is exceptionally low. Obviously 
the degree of adjustment that would be required by a $1.25 minimum would be 
wich greater than, for example, in manufacturing. 

On the other hand, the needs of retail workers in terms of food, clothing, 
ad shelter are just as great, and fully as deserving of fulfillment, as those 
dany other workers. 

It seems to us that the bill meets this dilemma by limiting the application of 
the law to larger enterprises—those having annual sales of $500,000 or more. 
Vithout pretending to be experts in the field, we feel an operation of this size 
sould have the resources to make an orderly adjustment to fair wages and 
hours of work. 

Moreover, experience has proved that the dire predictions which have greeted 
tevious Social gains, including the original Fair Labor Standards Act, have 
wt materialized. Our business community has adjusted to the social security 
gstem, to unemployment compensation, and to a wide range of other changes 
ought about by law and by other means. All of these advances were opposed 
is potential disasters by many business spokesmen; yet our economy is far 
healthier today than it was when none of these supposed burdens existed. 

Here again, we feel the human needs of the men and women involved take 
precedence over all possible objections. And we are confident that, just as 
lefore, progress will prove to be a boon even to those who oppose it. 

We strongly urge your approval of H.R. 4488. We hope your action on the 
til will be prompt and favorable. 


CONGRESS OF THE UNITED STATES, 
HovusE oF REPRESENTATIVES, 
Washington, D.C., May 20, 1960. 
Hon. Poin M. LANDRUM, 
(Mirman, Subcommittee on Labor Standards, House Committee on Education 
and Labor, Washington, D.C. 


Deak Mg. CHAIRMAN: When I appeared before the subcommittee on March 23, 
lrequested and was given permission to submit a statement on the matter of 
the extension of coverage in accordance with the amendments to the Fair Labor 
Standards Act now under consideration, insofar as they may affect Puerto Rico. 
Ihnow doing so, I recommend that the Commonwealth of Puerto Rico be ex- 
(uded from the extended coverage provisions of the bill. 

I stated in my testimony before the subcommittee that “by necesstty it has 
leeome an established policy to consider the special circumstances of Puerto 

and to make special provisions in the application of the act there * * * It 
has been found impossible to apply the same minimum wage in Puerto Rico as 
% the mainland; it has not been found possible to require an inflexible across- 
the-board wage for all industries in Puerto Rico.” I submit that with regard 
tothe question of coverage, special consideration is also called for. 

The application of the Federal minimum wage machinery, with respect to the 
‘gments of the Puerto Rican economy which include business units in competi- 
tion with similar business units in thé States and are interrelated to the economy 
ofthe States, is entirely justified, and there can be no objection to it. To reach 
beyond this level is not equally justified nor does it necessarily serve the na- 
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TATEME) 
tional interest. Local conditions resulting from the special configuration , 
these segments of the economy of Puerto Rico are different from those obtainj 
in the States. Regulations arrived at on the basis of conditions peculiar to 
mainland may create a different effect and result in Puerto Rico. 

The extended coverage provisions of the proposed amendments are applica) 
to employers engaged in any activity “affecting commerce.” This constitutig 
coneept has implications different in the case of commerce between the sever 
States that with respect to the local economy of Puerto Rico. This is truey 
only because of the geographic separation of the two areas, but because of f 
peculiarly local nature of retail and service businesses in Puerto Rico, and} 
cause there is an absence of interrelation between such businesses in Puerto Ri 
and the economy of the States. 

Even under the existing law, there has been considerable litigation in Puert 
Rico as to the exact coverage of the Commonwealth and Federal legislat eral \ 
With the extension of coverage by Federal law to local service and retail esta! C°h 
lishments in Puerto Rico it may be expected that additional time-consuming appro’ 
expensive ligitation with respect to coverage would result. th rel 

The Commonwealth government strives for the highest minimum and averagpiuanit 
wages for employees in these industries consistent with full employment, Md unt: 
productivity, and healthy local economy. To this end, it administers its ¢ it are 
minimum wage system, which already regulates wages in retail establishmentgmlumul! 
laundries, and service enterprises in Puerto Rico. Minimum wages are appliqgumun 
ble uniformly in Puerto Rico to this segment of the economy. The regulationgpiier ™: 
in force are hand tailored to local conditions. The proposed extended coverage The \ 
under the Federal system would result in the creation of unnecessary, e st 
duplicative and expensive administrative machinery, beset by inhreent inadepirtds a 
quacies and confusion. atute 

Obviously, the Congress does not want to exercise its power in Puerto Rico apipu pro 
need not exercise it beyond the extent necessary to achieve significant nationalpi ris 
purposes. No national purpose is achieved in the present case by making applic-figh lev 
ble to Puerto Rico provisions which not only would have undesirable effect inj It wa 
Puerto Rico but, in fact, would be contrary to the national purposes of encourpid giv 
aging the Commonwealth of Puerto Rico to exercise local authority over pureyfithe 1 
and intensely local problems. gislati 

The tradition of encouraging the assumption by the Commonwealth govern-pmugue : 
ment of governmental responsibilities over essentially Commonwealth affaitspiation, 
should be preserved. Although Puerto Rico has made substantial economiefigific: 
progress, it still faces challenging economic problems, Per capita income is stillfMorten 
only one-third of that of the States. Unemployment and underemployment still] Toda; 
exceed the levels of unemployment and underemployment in the continental laborfian it 
market during the depression years. These special problems of Puerto Rico, Meprive 
accentuated as they are by Puerto Rico’s geographic separation from the States} The « 
by over 1,000 miles of open sea, are best met by public programs and policies off ¢eim 
the Commonwealth government. Thus, to turn over to Federal control respons-fum st 
bility for minimum wage determinations in essentially local industry would, lf wor) 
believe, be a mistake both as a practical matter and as a matter of principle. filay t 

In conclusion: The minimum wage law of the Commonwealth of Puerto Rie fig ver 
already covers the class of employment included in the proposed amendments finn of 
for extended coverage under the Federal minimum wage law; the national it §eed a 
terest would not be served by extending these amendments for extended coverage fial nu 
to Puerto Rico because of the lack of interrelation between the business economy ising 
of Puerto Rico and the business economy of the several States; the welfare df fwms . 
this particular class of workers, as well as all other workers in Puerto Rico, 8fhan n 
being guarded in the administration of the Commonwealth minimum wage 1awW; It is 
to make applicable in Puerto Rico the extended coverage amendments woul firidu: 
result in unnecessary duplication of law enforcement; it would create unneces fi fam 
sary confusion and expense; it may give rise to considerable litigation whith funda 
would otherwise be unnecessary; it would not be consistent with the self fulequ: 
government philosophy on which the Commonwealth was created. amin 

I submit that under these circumstances, this matter, of: purely local interest fimi)i 
and concern with regard to Puerto Rico should be left in the hands of the Com fimncy: 
monwealth government to be dealt with by local law, and I urge that Puert0 Binge 
Rico be excluded from the application of any extended coverage amendments rar, 
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made to the Fair Labor Standards Act. * Sett 
Sincerely, vida 

A. FEerRNOs-ISERN, 
Resident Commissioner. 
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{ATEMENT BY MARY DUBLIN KEYSERLING, MEMBER OF BOARD OF DIRECTORS OF 
NATIONAL CONSUMERS LEAGUE 


The National Consumers League appreciates this opportunity to present its 
vs in support of H.R. 4488, to amend the Fair Labor Standards Act, now being 
wnsidered by your committee. I am submitting this statement on behalf of the 
ational Consumers League in my capacity as a member of the board of directors. 
was general secretary of the National Consumers League from 1938 to 1941, 
“Bud previously, as a teacher of economics and subsequently as an economist in a 
de range of fields, have been concerned with the significance of adequate wage 
wndards for the healthy functioning of the general economy. 

The National Consumer League speaks for public spirited men and women 
hroughout the country who are concerned with the stake of the general public 
mifair labor standards. For over 60 years this organization, acting with the 
meral welfare of the community in mind, and not as a special interest group, has 
fn concerned with minimum wage legislation, the elimination of child labor, 
mproved conditions of work, especially for the least advantaged among us, and 
ith related matters. This has been an expression of public conscience and 
manitarian interest and also of the conviction that inadequate wage levels 
ud unfair conditions of work are a burden not only on those directly affected 
it are a heavy charge upon the community. Wages insufficient to maintain 
onpuilimum standards of health and decency impose large financial loads upon the 
eemmunity in terms of relief costs, costs of ill health, delinquency and all the 
ther many consequences of insufficient income. 
wi The National Consumers League regards adequate State and Federal minimum 
e standards as far more than needed social welfare measures. Such stan- 
ards are among the soundest economic measures that can be written on our 
tute books. Our great genius as a nation has been our capacity to increase 
wr productivity. But unless the purchasing power of our people advances with 
ur rising output, we will continue to face recurrent recessions and unnecessarily 
igh levels of unemployment. 

It was these convictions which led the league in its early years to pioneer for 
ul give leadership in the development of State minimum wage legislation and 
the 1930’s to urge upon the Congress the enactment of Federal labor standards 
gislation. The passage of the Fair Labor Standards Act of 1938, which the 
“gue actively supported, was one of the great milestones in the progress of our 
lation, both social and economic. The Fair Labor Standards Act has played a 
igificant role in lessening the magnitude of postwar business declines, in 
hortening their duration, and in helping to sustain the growth of our economy. 
Today, the improvement of the Fair Labor Standards Act is no less urgent 
lun its original enactment. For the more than 20 million wage earners now 
ieprived of its protection, it might as well not exist. 

The declared purpose of the act was “to correct and as rapidly as practicable 
Weliminate * * * labor conditions detrimental to the maintenance of the mini- 
uum standard of living necessary for the health, efficiency and general well-being 
iworkers.” With a smaller percentage of the labor force protected by the Act 
jay than when it originally went into effect, it is clear that we have been mov- 
ig very slowly indeed toward—if not actually retreating from—the implementa- 
mof this objective. And as far as the wage standards benefiting those cov- 
ed are concerned, it is equally clear that because we have failed for a substan- 
ial number of years to raise minimum wage rates sufficiently to keep pace with 
ising living costs and the capacity of industry to lift standards, measured in 
ms of rising productivity per worker, we have also been falling behind rather 
lun making progress toward the fulfillment of the act’s intent. 
It is almost incredible that in this great country of ours which some in- 
lviduals like to describe as affluent, over 50 million of our nonfarm people are 
families whose income is less than what is required to purchase minimum 
Mindards of health and decency. I refer only to nonfarm families because in- 
equate farm income is a special problem and we are concerned here with wage- 
“ming families. The figure of 50 million includes those in multiple-person 
terest Bimilies whose total family cash income, as reported by the Bureau of the 
Com Hinsus of the U.S. Department of Commerce, is less than $4,500 a year, and 
ere Biose nonfarm individuals living alone whose income is less than $2,000 a 
ments rear’, 

Setting a family income standard of minimum health and decency at $4,500 
‘lan individual standard at $2,000 may well be regarded as overconservative. 
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The studies of the U.S. Department of Labor, brought up to date for increggperce 
in living costs which have occurred since the studies were made, indicate ¢ 
the average urban family needs about $4,800 a year for a minimum health g 
decency standard. The studies of some 13 States of what a single woman 

out dependents must have to maintain herself at a minimum health and deca 
standard, indicates an average need exceeding $2,500 a year. mily p 

We find it nothing less than appalling that in 1958, 41%4 million nonfag “* 
multiple-person families, representing about 14 million people, had total fan 
money incomes of under $2,000, and the figures suggest that in perhaps as my 
as half of these families there are 2 or more wage earners. Some 3% milli $1, 
individuals living alone received less than $1,000. These are the men girder $2. 
women American progress is simply leaving behind. der $3,( 

The passage of H.R. 4488, which would bring about 8 million workers with” *” 
the coverage of the Fair Labor Standards Act, some 3 million of whom it§ Tots 
estimated earn less than $1.25 an hour, and which would lift the minimum 
level to $1.25, would do much to improve this sorry income picture. 

How can we, in a world such as that in which we live today, remain @ 
placent when, as our economy continues to expand on an overall basis, the g 
we make go largely to those already relatively privileged, while the problems 
the less fortunate are permitted to intensify? This is a problem which 
serves close analysis. recent 

It is disturbing to find that official Government figures indicate a very m the 1 
slowdown in the rate at which, in recent years, we have been reducing tjousum 
number of our families at lower income levels. We believe that this slowdowmte of 
has played a considerable role in the reduction of the annual rate at which oqomes u 
national economy has been growing during the same period, in the rising props the 
tion of our plant capacity which is unutilized, in mounting farm surpluses, agerage 
in continuing high levels of unemployment. Side | 

In the 1930’s, 1940’s, and into the early 1950’s, extraordinary gains were reggmerall 
tered in the improvement of national living standards, particularly of the lqgeant di 
privileged. For the purpose of this analysis we have used data of the Office @f over 
Business Economics of the U.S. Department of Commerce relating to the totgnte of 
income of all consumer units. Included in income is the cash value of food am It is « 
fuel produced by farm families for their own consumption. (To this exteggowth 
the figures differ from the cash income figures of the Census Bureau used abovegears t 
In 1935-36, it is reported that there were 7.5 million consumer units with igaactme 











































The a 
low 

nose W 
par, tl 


comes under $1,000, measured in terms of 1950 dollars. By 1953, this numbgin is t 
had been reduced to 3.4 million, or by 55 percent. In 1958, some 3.7 millig@ We s 
consumer units were reported to have incomes under $1,000, also measured ition of 


constant 1950 dollars to make the comparison meaningful. An actual increagud the 
had occurred between 1953 and 1958. h adve 

Taking all units with income under $2,000 (also measured in 1950 dollarsiitat en 
the number declined from 18.7 million in 1935-36 to 9.5 million in 1958, or t§uinimu 
49 percent; by 1958 the number in this income class had risen to 9.6 million. | When 

Taking all units with incomes under $3,000 (again measured in 1950 dolla NO 
while the number declined from 26.7 million in 1935-36 to 16.9 million in 1g the 
or by 37 percent, there still remained 16.7 million consumer units in this incomjmease— 
category in 1958. A $1. 

Similar figures for consumer units with incomes under $4,000 show a declilfirgued 
from 31.4 million in 1935-36 to 25.8 million in 1953, with only a negligillabor ¢ 
decline to 25.2 million in 1958. elimi 

It may be argued that more significant than actual numbers is the changijmm st 
percentage distribution of consumer units by income class. The table bel@wrker: 
shows these data: year, a 
year, a 
lealth | 
tdequat 
One ¢ 
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icreampercentage distribution of U.S. consumer units, by real income level (measured 
ate th in constant 1950 dollars) 
lth 4 
iD wil Average Average 
decey annual rate annual rate 
mily personal income in 1950 1935-36 1953 of change, 1958 of change, 
dollars (before income taxes) 1935-36 to 1953 to 1958 
ont 1953 (percent) 
| fani (percent) 
LS May 
Millie der $1,000..-......------------ 19.5 6.7 —5.9 6.9 +0.6 
EN, aioder $2,000__...-------.----__-- 48.7 18.9 —5.3 17.7 —1.3 
der $3,000........-.--.--.. en 69.4 33. 5 —4.1 30.8 ~ 
EET a 30.6 ob eae! 6 Clee a 
: Witt re Labi 
Were "Total.............-.-..2-- 100.0 WORO FOIA AL ROO'@ fituNweLd2. 
m 
in wg The above figures indicate the rapid progress made in reducing the percentage 























1e gmt low income consumer units between 1935-36 and 1953. The proportion of 
lems@ose with incomes under $1,000 fell at an average annual rate of 5.9 percent a 
rich @year, the ratio of those under $2,000 declined at an average anual rate of 5.3 
recent a year, whereas those under $3,000 fell 4.1 percent a year, on the average. 
m the most recent years for which data are available, 1953-58, the proportion of 
‘ing (qousumer units with incomes under $1,000 has actually increased at the average 
nte of 0.6 percent a year; the rate at which the percentage of those with in- 
omes under $2,000 has been reduced has been about one quarter as fast as dur- 
g the earlier years; and for all consumer units with incomes under $3,000, the 
erage annual rate of decline has also been far slower. 

Side by side with these income figures should be placed data relating to our 
erall national economic growth during these same years. Measured in con- 
ant dollars, the total gross national product rose at an average annual rate 
over 5 percent a year between 1935 and 19538, whereas the average annual 
nte of growth 1953-58 was only 1.3 percent a year. 

It is our belief that one of the factors in the slowdown in our overall economic 
mwth in the period 1953-58, was that insufficient attention was given in those 
urs to the problem of improving income distribution. We contend that the 
mactment of H.R., 4488 is one of the major steps urgently needed if this prob- 
mis to be met. 

® We see no evidence, whatsoever, in our long past experience with the oper- 
ion of state and federal minimum wage laws that the extension of coverage 
i the lifting of the wage floor to $1.25, as proposed in this bill, would have 
nadverse effect on employment. Quite to the contrary, experience indicates 
hat employment advances would actually seem to be correlated with higher 
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3, or uinmum wage levels rather than the reverse. 

llion. } When the wage floor was lifted from 75 cents to $1 an hour in 1955, there 
lollangvere no observable disemployment effects directly traceable to this cause. Lift- 
in ¢ the wage level now to $1.25 an hour represents a smaller percentage in- 


| incommease—25, percent as contrasted with a 3314 percent increase in 1955. 

A $1.25 an hour minimum wage level is not only long overdue, it may be 
declim@itgued that it is far from sufficient to fulfill the stated purpose of the Fair 
agligilabor Standards Act referred to above: “to correct and as rapidly as practicable 

Xeiminate * * * labor conditions detrimental to the maintenance of the mini- 
hangigmm standard of living necessary for the health, efficiency and well-being of 
e bell@vrkers.’ Inasmuch as the average worker today is employed 1600 hours a 
jar, a $1.25 minimum wage level would provide, on the average, only $2,000 a 
jar, an amount far below what is required to maintain a family at minimum 
lealth and efficiency levels and also substantially below what is required for 
equate maintenance of a single individual living alone. 

One dollar and twenty-five cents falls short of what is needed to correct the 
Seents an hour floor of 1949 and the $1 an hour level of 1955 for subsequent 
Itice rises together with advances in productivity per worker. 

Lifting the wage floor from $1 as enacted in 1955 to $1.25 today would repre- 
“ita slower advance for those benefiting than the general income gains real- 
lel by our country as a whole in the past 5 years. Nonagricultural personal 
eome has advanced 2814 percent during the period; dividend income has risen 
larly as fast. In other words, even the $1.25 minimum wage level would 
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mean that the least privileged would have a far smaller relative share in our 
overall economic advance than those more fortunately situated. This is not con. 
sistent with the imperatives of a democracy. 

In 1949, the 75 cents minimum wage represented 54 percent of the average 
hourly wage in manufacturing which was then $1.39. In 1955, the $1 minimum 
wage represented 53 percent of the average hourly wage in manufacturing, then 
$1.88. In March of this year, average hourly earnings in manufacturing were 
$2.29, and 54 percent of this amount would come to $1.24. Surely, we can do ag 
well in 1960 in setting standards as we did 11 years ago. Actually, if we are to 
make progress, we must do better. 

We, as consumers, are not concerned with the argument that lifting the wage 
floor to $1.25 an hour and extending coverage as proposed in H.R. 4488 would 
have an inflationary impact. It has been estimated by many experts that the 
enactment of this measure would add less than 1 percent to the national wage 
bill. This is a relatively small amount which could easily be offset by the de 
clining costs of production which could be achieved by the increased efficiency 
which experience has long shown follows as insufficient wage levels are lifted. 
But even were this full amount to be charged to the consumer (and there is 
no evidence that this, in fact, would follow), we believe that it would come to 
a total sum far smaller than what we are now paying through our tax bill to 
eover the tragic costs of human breakdown which substandard earnings invite 
and which higher minimum wage levels would help avert. 

And what humane consumer today, we would also ask, wants a bargain at 
the expense of the man or woman who produces the goods he buys? 

We deeply hope your committee will report favorably on H.R. 4488. The im- 
provement in the Fair Labor Standards Act it would effect are urgently needed. 
It would correct inequities in income distribution which undermine not only 
the health and welfare of millions of our families but which weaken the fabric 
of our entire economy. The passage of this bill, at this critical time in our 
national history, would help present a picture to the world of what it means to 
live in a functioning democracy that accepts the challenge of grave unmet needs 
and uses its vast resources for the common good. 


STATEMENT OF JosEePpH A. BETRNE, PRESIDENT, COMMUNICATIONS WORKERS OF 
America, AFTCIO 


On behalf of the Communications Workers of America, AFL-CIO, I wish to ex- 
press our gratitude for this opportunity to state once again to this subcommit- 
tee CWA’s views concerning the proposed amendments to the Fair Labor Stand- 
ards Act now under consideration. 

It is my purpose here to explain why CWA is in favor of the proposals con- 
tained in H.R. 4488 which has been introduced by Congressman Roosevelt. 
While I wonld like to make a few comments concerning extension of coverage 
and improvement of the minimum wage, I will attempt to be brief so as not to 
overburden you with mere repetition of what has already been stated. In the 
main, my remarks shall be restricted to a discussion of H.R. 4488 as it would 
affect employees in the telephone industry. 


EXTENSION OF COVERAGE 


H.R. 4488 would extend the wage-hour provisions so as to cover employees 
of large enterprises engaged in retail trade or service and to employees of 
other employers engaged in activities affecting commerce. 

The basis upon which retail workers have been exempt (or I should say. 
denied protection of the law) is that retail business is, for the most part, small 
and local, This theory is no longer valid as a general proposition. It is a fact 
that the retail industry is being increasingly dominated by giant chain firms 
that have far-reaching interests. Nationwide retail chains are no novelty. It 
is high time for the Congress to recognize the big business character of a multi 
tude of enterprises, the employees of which are accorded no better treatment 
than second-class citizens. 

There is no economic or moral justification for denying protection of the la¥ 
to the millions of retail workers employed by such large and prosperous firms 
as the A. & P., Montgomery Ward, and Safeway, to mention but a few. Any at 
tempt to classify such business firms in the same or even similar category ® 
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the small corner grocery or dry goods store is utterly illogical and without 
reason. 

It is not proposed or intended that the proprietors of the so-called mom-and- 
pop shops be required to meet the minimum standards relating to wages and 
overtime payments to their employees. H.R. 4488 specifically excludes any re- 
tail or service enterprise in which the only employees are the owner thereof and 
a parent, spouse or child of such owner. 

What has been said with respect to retail establishments is also true, in a 
large degree, with respect to many service establishments. Among the most 
poorly paid employees in this country are those in the laundry, cleaning and 
dyeing, and hotel industries. Yet, millions of these people are employed by very 
prosperous firms that are quite Capable of paying a decent living wage. 

Relatively few employees in the retail and service industries are covered by 
State minimum wage laws, and in most of the States that provide coverage, the 
ninimums are extremely inadequate. 

The basic criteria of coverage in the present law is unjust. The inequitable 
technicalities would be partly eliminated by H.R. 4488. Under the present law, 
an employee is covered only if he is engaged in commerce or in the production 
of goods for commerce, regardless of whether his employer’s overall enterprise 
is one that is engaged in or affects interstate commerce. Under H.R. 4488, an 
employee would be covered even though he does not meet these technicalities, if 
he is employed by any one of the seven types of enterprises specified and if such 
enterprise is engaged in an activity affecting interstate commerce. (The seven 
types of establishments are: Retail; service; laundry, cleaning or repairing 
dothes or fabrics; street, suburban, or interurban transit systems; taxis; build- 
ing and construction; and any enterprise with one or more employees engaged 
in commerce or in the production of goods for commerce.) There is a limita- 
tion, however, with respect to each such enterprise based on a dollar volume of 
business similar to the National Labor Relations Board’s jurisdictional stand- 
ards. 

It has been estimated that H.R. 4488 would extend the coverage of the wage- 
hur law to approximately 7% million additional workers. While this is a 
far cry from the 20 million or more working people who are now excluded from 
coverage, it is at least a long overdue step in the right direction. 

When this law was passed 22 years ago, the Congress declared that the objec- 
tive of the act is to correct and as rapidly as possible to eliminate, in industries 
engaged in commerce, labor conditions detrimental to the maintenance of the 
ninimum standard of living necessary for health, efficiency, and general well- 
being of workers, without substantially curtailing employment or earning power. 

Yet, despite this solemn statement of purpose, some 20 million of the 45 million 
workers who could be covered by the act are still denied its protection. Com- 
pletely contrary to its original intent, Congress has, in the past, tended to nar- 
row the scope of the law instead of broadening its coverage as rapidly as 
possible. It may fairly be said today the proportion of workers covered is 
actually less than the proportion covered in 1938. 

It is of vital importance to the economy of this Nation that Congress give 
to the act a scope which is consistent with its purpose and with the realities 
of economic life in our times. 


INCREASE OF MINIMUM WAGE 


H.R. 4488 would raise the minimum wage under the Fair Labor Standards 
Act from $1 to $1.25 an hour. 

As noted above, in 1938 Congress declared it to be the policy of this act to 
correct and as rapidly as possible to eliminate all of the conditions detrimental 
to the maintenance of the minimum standard of living necessary for health, 
efficiency, and general well-being of workers. 

What constitutes the minimum subsistence requirements of individual work- 
ers and their families? It has been estimated a family of four requires an 
income of at least $2.25 an hour to maintain a decent minimum standard of 
living. This is exactly $1 (same as present) more than the proposed minimum 
of $1.25 an hour. 

It is shocking to note that Congress has permitted the lowest paid workers 
to fall farther and farther below the average wage earner. 

When average telephone wage earnings were 82 cents per hour in 1938, the 
legal minimum was set at 25 cents, a spread of 57 cents. Today average tele- 
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phone industry wage earnings amount to $2.23 per hour, but the legal minimum 
is only $1, a difference of $1.23 an hour. 

Since 1949, when the legal minimum was increased to 75 cents an hour (and 
at the same time coverage was narrowed considerably), average telephone in 
dustry wage earnings have risen approximately 88 cents, while the legal mini- 
mum has been increased only 25 cents. Since July 1955, when the minimum wag 
raised to $1, the cost of living has risen 9.3 percent. In January 1960 the Con 
sumer Price Index was 125.4. The current economic indicators reflect no hope 
for any drop in the Consumer Price Index in the foreseeable future. This in 
crease in the cost of living has affected the lowest paid, usually unorganized, 
workers every bit as much, if not more so, as it has affected the highly organized 
wage earners. Yet, the Congress has completely failed to take effective steps to 
enable the lowest paid employees to maintain anything even close to the minimum 
standard of living necessary for their health, efficiency, and general well-being. 

While employment has picked up somewhat from its low point during the 
1957-58 recession, the pickup has been much too slow. The basic reason for the 
sluggishness of our economic recovery is not obscured in mystery. It takes but 
a moment of reflection to clearly see that insufficient consumer purchasing power 
has directly affected a satisfactory recovery. Should the Congress now fail to 
raise the minimum wage to at least $1.25, it will spell the end of any hope toa 
speeding up of this Nation’s economic recovery. 

Increased purchasing power in the hands of the lowest wage earners will 
permit them to meet, at least in part, the increased cost of their barest necessities. 
Moreover, it will go a long way toward enabling them to better their present 
low standard of living. If they are able to purchase more goods, it will mean that 
additional goods must be produced, which in turn means that more workers will 
be returned to the payrolls. Thus, the entire Nation may once again be on its 
feet and on the road to prosperity. 

I might reiterate what I said at the Senate hearings 3 years ago, and again 
last year, regarding the $1.25 minimum wage: 

“* * * Tt is the smallest amount that will bring bare subsistence to an Ameri- 
can family today. We believe that the minimum wage must be raised from its 
present $1 level to $1.25 in order to assist in sustaining full employment and to 
keep the American economy on a sound level.” 


THE TELEPHONE INDUSTRY 


Switchboard operator exemption 


H.R. 4488 would amend section 13(a) (11) of the Fair Labor Standards Act so 
as to provide that the wage and overtime provisions of the law would not apply 
with respect to “any switchboard operator who is providing telephone service 
through a telephone switchboard located in such operator’s home.” 

The proposed amendment appears to make it quite clear that the only operators 
who are to be exempt are those who operate a telephone switchboard which is 
located in their own private home. In other words, the present unjust basis for 
the exemption (number of stations serviced by an exchange) would be eliminated. 

Of course, it must be recognized that the proposed amendment would not 
eliminate entirely the discriminatory treatment accorded telephone operators. 
It would, however, reduce the number of operators who are now exempt. CWA 
does not believe that any operator should be singled out for discriminatory treat- 
ment; however, we do recognize that possibly a few very small telephone com- 
panies might find it difficult to meet the minimum wage and overtime require 
ments of the act. 

We favor enactment of this amendment: however, should experience prove the 
amended exemption to be inadequate, or if we find that some companies are 
attempting to take advantage of the exemption, contrary to congressional intent, 
then we shall urge corrective measures. 

The act as originally adopted did not exempt any telephone operators. Ia 
1939, it was amended so as to exempt telephone operators working in exchanges 
of less than 500 stations. The report which accompanied the amending bill 
gave the following as the reason for introducing this exemption: 

“The exemption for the onerators of some small telenhone exchonges is nece* 
sarv to insure uninterrupted telenhone communication service for the farmer 
and for the small rural community. Small telephone comnanies, on the whole, 
are unable financially to comply with the wage provisions of the act.” 
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The report continues: 

“Application of the act to operates in small rural exchanges who spend only 
jyrt of their working time attending the switchboard threatens to curtail tele- 
jhone service in rural areas.” 

From this report it is evident that the words “exchange” and “company” were 
wroneously used interchangeably. The original intent was to exempt only 
mall companies employing possibly one or two operators. This original pur- 

has been distorted to the point where million, billion, and even multibillion- 
jollar telephone companies are today legally permitted to pay subminimum 
wages to operators in exchanges of not more than 750 stations. (The 500-station 
aemption was increased to 750 in 1949 on the theory that what was a 500-station 
wn in 1939 became a 750-station town in 1949 because of population and 
economic growth. ) 

Ido not mean to leave you with the impression that the $20 billion Bell System 
jays any of its 167,000 operators subminimum wages. To our knowledge, none 
wd them receive less than the present $1 minimum; however, under the exemp- 
tion even the giant Bell System could legally pay less than the $1 an hour, and 
night possibly be doing so in nonunion areas. 

On the other hand, many other large companies have taken advantage of the 
present exemption. In the United Telephone Co. of Missouri, in its lowest wage 
wea Which covers such towns as Appleton City (733 telephones), Craig (362 
tlephones), Fairfax (657 telephones), and Waverly (488 telephones), the op- 
erator starting rates are 83 cents an hour, or 17 cents an hour below the present 
{_minimum. Although these operators receive periodic increases, their wages 
we not increased to the $1 until after 2 years of employment. 

The United Telephone Co. of Missouri, together with its twin sister, the United 
Telephone Co. of Kansas, both of which are under the direction of a single 
nanagement, owns and operates 106,300 telephones in 145 central offices. The 
United Telephone Co. of Missouri alone operates over 64,000 telephones in 75 
central offices. They employ close to 1,200 people. 

It is significant to nete that these companies:are owned by the United Utilities, 
lnc., the second largest independent or non-Bell telephone holding company in 
the United States. During 1958, this parent company had total revenues of 
$8,151,000 from a plant investment of $138,916,000. It owns and operates 
wer 469,000 telephones and has 5,300 employees. 

At this time there are very few independent telephone companies, either 
wion or nonunion, which are not insisting upon taking advantage of the 750- 
sation exemption. The above-mentioned company, used as an example, is only 
me of many. 

Since most of the 22,400 telephone operators presently exempt from the act 
work for nonunion employers, we have no way of knowing what their wage rates 
we; therefore, we cannot estimate the total cost of eliminating the 750-station 
txemption and replacing it with the proposed exemption. Approximately 20,000 
iithese operators would be brought under the law’s protection by enactment of 
ILR. 4488 in its present form. Obviously, however, since such a relatively small 
lumber is involved, the cost would not be very great. 

Just to give yon an idea of the general makeup of the telephone industry in 
the United States, the latest available figures reveal that as of the end of 1959 
there were roughly 700,000 employees in the telephone operating companies alone. 
Nearly 600,000 of these work in the Bell System operating companies and over 
100,000 work for the 3,800 non-Bell, or independent, operating companies. 

In addition to the operating companies, the Bell System, for example, includes 
the Western Electrie Co.—the manufacturing, distributing, and installation com- 
any which supplies and services the industry—as well as the Bell Laboratories, 
which is the research arm of the system. 

Approximately one out of every three telephone workers is a woman switch- 
ward operator. In the independent branch of the industry there are approxi- 
nately 40,000 switchboard operators, at least 22,400 of which are deprived 
protection under the Fair Labor Standards Act. It is ironic that only switch- 
bard operators are exempt. A clerk or construction, installation, or mainte- 
lance worker, or anyone else who works alongside or in the same area as the 
txempt operator, is protected by the law. 

The telephone industry is basically a regulated monopoly public utility service 
industry. Its rates, as well as its profits, are fixed by State and Federal regula- 


‘Jory commissions. These companies, with governmental approval, can charge 
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whatever rates are necessary to insure a “fair return.” Changing the present 
exemption under this law could not seriously affect their profits or endanger 
their competitive position since no real competition exists. What would be ge 
complished, however, would be a termination of the inequitable position of these 
women employees who are, in effect, required to subsidize this industry. 

If there be any justification for exempting some employees from the coverage 
of the act, it certainly does not apply to a regulated industry such as telephone 
The telephone companies are literally guaranteed a profit. The community ey. 
pects to be provided with service by the companies. Regulatory provision exists 
(a) to permit an adequate rate of return to the companies, generally over 6 per 
cent and sometimes over 7 percent of net plant investment (in 1959 the rate of 
return for Bell System operating companies as a whole was approximately 75 
percent, as well as (0) to protect the community from overcharges. In all of 
this, the public expects and is willing to pay a fair rate for service. 

The public does not expect a small group of women to subsidize communities 
to assure them of telephone service. This these women do when they receive 
substandard wages. 

Congress should no longer be misled by fallacious arguments in favor of com 
tinuing the present 750-station exemption. In the past it has been argued, and 
it may be argued again, that removing the 750-station exemption will curtail 
service, accelerate conversion from manual exchange to dial, and bring about 
wholesale applications for rate increases. 

The industry has been and is now changing to dial as rapidly as is physically 
possible. They are limited mainly by supply and delivery problems. Public 
service commissions will handle any service curtailment problems in the future 
as they do now, but we believe service will continue to expand rather than 
diminish. As for rate increases, if they are genuinely needed, they should be 
granted. In any event this small group of women should not be required to 
foot the bill for the community. 

In prior statements concerning this matter, I have quoted what I believe to 
be a most convincing argument for removal of the switchboard operator exemp- 
tion. It is worth repeating here. Almost 14 years ago, a past president of the 
United States Independent Telephone Association, Mr, William C. Henry, stated: 

“The standard of living of the inhabitants of the small villages and rural 
sections in this country has been raised tremendously during the last decade. 
These people have automobiles, tractors, airplanes, electric lights, refrigerators, 
and radios and they want modern, up-to-date, and thoroughly reliable telephone 
service. Furthermore. they have the money with which to pay for the cost of 
modern telephone service.” 

We have talked to people across the Nation who do not understand why the 
telephone switchboard operator exemption should be in the law. We have found 
that it makes our collective bargaining very difficult. Many independent tele 
phone companies with which CWA holds collective bargaining contracts insist, 
as I have previously stated, upon taking advantage of the 750-station exemption 
because they feel that if they do not they will be letting down the people who 
fought so hard to get it for them. However, as the fanfare and publicity sur 
rounding a new minimum wage subsides, telephone companies are less insistent 
upon using the exemption. It has been our experience that wage rates above 
the legal minimum are more easily negotiated about a year or so following the 
enactment of a new minimum. We point with pride to those telephone com 

panies that are not using the exemption as an excuse to pay subminimum wage 
rates. They are the kind of employers who helped make this country great and 
we want to publicly acknowledge their fine contribution and leadershin. 

We have attached hereto two tables as exhibits 1 and 2 which set forth many of 
the facts and figures cited above. 


Effect on the economy 

Dire predictions have been made repeatedly by pessimists who have no faith 
in the future of our economic system, while at the same time they profess strongly 
to the contrary. They said in the beginning that the wage-hour law would bring 
economic collapse, unemployment, and business failure. Each time the minimum 
wage has been improved, pessimists have surged to the front again to predic 
economic disaster. widespread unemployment, human suffering, and business 
failures. These things have not occurred as a result of the increase in the 
minimum wage. Quite the contrary is true. 
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In a study of the “Results of the Minimum Wage Increase of 1950” made by 
the Department of Labor in 1954, the following comment is made: 

“Despite causing significant wage increases, the 75 cent rate appeared to have 
had only minor effects on such variables as employment, plant shutdowns, prices, 
echnological change, hiring policies, and overtime work.” 

You may be confronted with the proposition that the switchboard operators in 
the small communities do not need as high a wage as do those in the larger towns, 
and that they are not hurting financially because it does not cost them as much 
ty live and acquire for themselves the necessities of life. I can only urge you 
gnilemen to analyze the real facts. Permit me to give you but two examples. 

During the hearings on Fair Labor Standards Act amendments held by this 
subcommittee in 1957, Miss Charley Fay Garrett, a switchboard operator for the 
Southwestern States Telephone Co. in Leonard, Tex., which is about 60 miles 
northeast of Dallas, testified that: 

“It is difficult for us to understand why the operators in towns like Leonard 
should be exempt from the Fair Labor Standards Act. Operators working in 
places like Greenville and Bonham, which are both close to Leonard, come under 
the provisions of the act just because there happens to be more than 750 
stations in those exchanges. (About 500 subscribers were serviced by the 
leonard exchange.) We do the same kind of work as they do, and have to pay 
as much to live, and yet we are treated differently.” [Emphasis added.] 

To prove her point, Miss Garrett had secured a list of some prices at a 
grocery store in Leonard, and then compared them with prices of the same items 
in Dallas. She said that while some of the items were a little cheaper in 
leonard than they were in Dallas, most of them cost more in Leonard, and 
she gave the following examples: 

“Take Folgers coffee for instance. In Dallas it costs 97 cents a pound. In 
leonard you have to pay $1.07 for it. A 10-pound bag of Idaho potatoes is 49 
cents in Dallas. It costs us 65 cents. Flour costs us more, as does milk, canned 
corn, and the like.” 

At the 1957 hearings held by the Senate Subcommittee on Labor, another oper- 
ator, Mrs. Garnet Rathbun, working in Braymer, Mo., for the Middle States 
Utilities Co. of Missouri, testified that Braymer is about 75 miles northeast of 
Kansas City and has 550 telephone subscribers. She remarked : 

“T have learned since coming to Washington, D.C., and checking some prices 
that the cost of living in a small town like Braymer is just about as high as it 
isin larger cities. I looked in yesterday’s Washington paper and found that 
hamburger can be bought at a chainstore for 25 cents a pound. In Braymer we 
would pay 39 cents. A 10-pound bag of Gold Medal flour costs $1.01 in Wash- 
ington but it is $1.15 in Braymer. At home I would pay 49 cents for 5 pounds 
of potatoes and you here in Washington are paying 39 cents. A 2-pound pack- 
age of dried navy beans costs 25 cents here in Washington and 29 cents in 
Braymer. I also found there was 2 cents difference in a 2-pound package of 
bacon, $1.25 in D.C., $1.27 in Braymer for the same brand. I checked and com- 
pared a number of other grocery items and found Braymer prices to be at least 
as high on nearly every item and in most cases they were higher than in 
Washington.” 

She continued : 

“We operators think that it isn’t fair for us to work for the same company, do 
the same kind of work, work the same hours, and pay just as much to live as 
other operators and be treated differently. We can’t understand why a law 
would allow this same company to treat us any differently than it does their 
other operators. ° 

“We all hope that you will be able to help us.” 

So you can see, gentlemen, there is no substance to the myth that it is much 
cheaper to live in a small community than in a large city. Prices at the large 
supermarkets in big towns are usually much cheaper than those of the corner 
or smalltown grocery store. Since the stores in smaller towns do not stock 
alarge variety of goods, it becomes necessary for residents to travel to larger 
tities to do their shopning. This is an added expense. 

Another oper*tor, Vera Rose Peters, employed in Downs. Kans., has written 
an unsolicited letter to me in which she said she would like to “voice a few 
comments on behalf of the operators here at Downs.” She wrote: 

“We are a toll center for Osborne. Kans. (county seat), Portis, Kans.. Tipton, 
Kans., Alton, Kans., and part of the Cawker City, Kans., work. We have 652 
local stations, an average 245 toll calls per day: this, of course, greatly in- 
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creases during harvesttime. We have 27 toll circuits; besides answering map 
incoming calls. We also dial the numbers for Beloit’s through switches 
Esbon, Lebanon, and Smith Center, Kans. 










































“Our chief complaint is that we are paid less than the minimum wage her — 
when our tributary, Osborne, is receiving more money because she has m 
than 750 stations. It isn’t just, not fair to us, when we are doing her long 
tance; also taking her coin collections; which was recently added to us; when 
know we are doing more work for less money than she is receiving.” 

In closing, she remarked that she hoped this situation can be remedied in tha —— 
near future. General 

CONCLUSION Tel 
Oth 

The Communications Workers of America, therefore, believes it is imperating "CS, 
that the Congress amend the Fair Labor Standards Act so as to (1) ex Oth 
the coverage of the law; (2) raise the minimum wage from $1 to at least $1.5 a 
and (3) limit the switchboard operator exemption to only those operators w Oth 
provide telephone service through a switchboard located in the operator's ow Westers 
home. Ca 

. s ; ; We 

If we should be faced with a choice between these three areas of vital Bou 
portance, we would be compelled to temporarily exert our total effort toward 
broadening of coverage. Extension of the minimum wage and overtime p ‘Con 
tection, as proposed in H.R. 4488 would do the most good for the greatest num sRsti 
ber of workers. Moreover, it would go the longest way toward complying with} * Wes 
the established policy of the act, as previously stated. 

However, we do not see any justification for the Congress to fail to raise th 
minimum wage to at least $1.25, or to remedy the inequities of the presen . 
Switchboard operator exemption. Therefore, we urge the enactment of C 
proposals contained in the Roosevelt bill. v 

S 
EXHIBIT 1 Sourc 
. . j 1. 195 
Operating telephone company data, 1959 (latest available) 2. Mi 
Bell Independent Total 
System ! 

VR SRE 2 Uk oe aes | ae sa Wi 
Number of companies in United States-__-...........-.---.-.- 21 3, 850 3, gence 
Number of telephones in United States__........-....-----.-- 59, 644, 000 10, 185, 000 69, 829, ity 

ag ER a te SL ei ee 7, 300 10, 765 18, sity 

Presently exempt (less than 750 stations) __......__-- ET (2) 2 8, 657 () amen 
Employment total (estimated) _...............--.------- oe 597, 000 103, 000 700, Sex 
Number of operators.____......--------- A RRS eaphee tet aA 4167, 145 5 40, 000 207, 14 ds 
Number of operators, presently exempt -__.........--..-.------ (2) 6 22, 400 QQ “ 1/ 

nd/ 
1 Includes Cincinnati & Suburban and Southern New England Telephone Co. and A.T, & T. Long Lins time 

Department. own 

2 Manual exchanges, 5,553; dial exchanges, 3,104. (1955 data; later data not available.) were 
3 Not available. Th 
4 October 1958. P 
5 Estimated. with 
6 Manual exchanges only. to co 


Sources: 1. Independent companies, exchanges (Bell and independent), and total employment figure-] 80TY 
“1959 Annual Statistical Volume’’—United States Independent Telephone Association, Washington, D.C. injus 
2. Number of operators in independent companies—statement of Harry W. Pike before Wage and Hor larly 
Administrator, U.S. Department of Labor, table I, Washington, D.C., Sept. 15, 1955. vd 
3. Number of operators in Bell companies—“ Earnings of Communications Workers,’’” BLS Bulletin No. have 
149, Bureau of Labor Statistics. ever: 
4. Number of telephones and employment total in Bell companies—1959 annual report, A.T. & T. Ww 
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EXHIBIT 2 


Major non-Bell telephone holding companies in United States, 1958 


























| | | 
| Annual Gross in- 

| | gross vestment | Annual net 

Holding company | Telephones; Employees; revenue in plant | income (in 
} (in thou- | (in thou- | thousands) 
| } sands) sands) 
| 

| } 

General Telephone, total United States___.| 3, 565, 000 50,100 | $552,208 | $1, 258, 405 1 $51, 884 
Wien beets eis hs Visas. 82 ste Ua lk ed eG Beg OM ee 
UNIS va sick oni 5 vist (ibds—ee 3 - epee a » mera: S90 O61 3. kre LSet... 

ek a ls ila lg A Ne aha 2 469, 523 5, 301 38, 151 138, 916 3, 984 
og SR ee SiS BAA l aR a Sieh ls, AR dO gg Tk I ah aE aT ee 
ele) Fick wack ett Gites Wh SFIESE RES OALLL La ry Ty ERR (ERS OMe 

Gentral Electric.& Gas Co. .........._.... | 275, 248 3, 493 41, 382 108, 416 2, 357 
ete aes tee. nce tele IER (keg TS 5 as eee; TOR. Te ER) at Cae 
erie at ERE ne Be ES es a ee 2 ek. Ee RMS ae! BAAS 

Western Utilities Corp.: 3 | 
California Water & Telephone_...__.--) 141, 799 L | 21, 623 89, 120 3, 416 
West Coast Telephone -__.__......---- 163, 546 1, 621 | 16, 490 59, 958 1,725 
Southwestern States_____- t ‘ 132, 555 1, 282 11, 108 41, 257 1, 469 

| 








1Company total, including foreign holdings and minus certain parent company deductions for expenses. 
2 Estimated. 


Western Utilities holds common stock as follows (1958): Percent 
of out- 
standing 
issue of 
common 
Company stock 
California Water & Teleagnons ES SPREE hh SEPT Pe MERI 11.09 
WT Ge SOME, FE nas cc ec nb otancwnwacddantcktade cu uateccuddaeh «Dike usk cutee 15. 92 
Southwestern States.............-.-- pitive wy Lhaebvcaeenedbss deeded tS a 4.30 


Sources: 
1, 1958 annual reports to stockholders—General Telephone Corp., United Utilities, and Western Utilities. 
2. Moody’s Public Utilities, 1959. 


STATEMENT BY WILLMARK SERVICE SYSTEM, INC. 


Wilmark Service System, Inc., respectfully requests the committee’s indul- 
gence in reviewing the facts contained in this statement pointing up the neces- 
sity for amending section 13A-1 of the Fair Labor Standards Act of 1938 as 
amended. 

Section 18A-1, when originally drawn and made part of the Fair Labor Stand- 
ards Act with respect to the exemption of outside salesmen from the minimum 
and/or overtime provision, was included because it was impossible to control the 
time of outside salesmen. It was an accepted fact that outside salesmen set their 
own time and for all intents and purposes with respect to time and earnings 
were outside the control of their employer. 

The purposes making for this exemption of outside salesmen were in keeping 
with good business operation, economy, and a recognition of industry’s inability 
to control time of outside personnel. However, in specifically describing the cate- 
gory of employee to be so considered exempt as being outside salesmen, a great 
injustice Was created. There are other categories of employees who are simi- 
larly beyond the control of their employer with respect to time and who should 
have also been included within this outside salesmen exemption since they meet 
every test required by such exempt category of employee 

Willmark Service System, Ine., is a corporation employing approximately 3,000 
persons. Of this approximate 3,000, there are about 246 employees for whom re- 
lief is requested. There is no request for relief with respect to the approxi- 
Mate 2,700 of Willmark’s employees. These approximate 2,700 employees are 
all employed and paid in keeping with the Fair Labor Standards Act as amended. 
However, with respect to the approximate 246 outside employees, it has been an 
impossible job to properly administer any policies with respect to hours of em- 
ployment and consequently overtime payments. 

These employees are shoppers and supervisors. Their functions are to go 
into the accounts of Willmark who are mostly retail stores and acting in the 
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role of a typical retail customer purchase merchandise from retail store sales 
people and then subsequently write a report reflecting upon the efficiency ang 
integrity of the salespeople tested. 

The Wage and Hour Division from its inception in 1938 recognized this prob 
lem of control with respect to these outside field employees and, for some num 
bers of years, in recognition of this difficulty applied a freeze order prohibiting 
the inspection of this category of employee until the administration could clarify 
its own thinking thereon. Protracted negotiations continued for many year 
thereafter in an attempt to resolve this situation. In all discussions had with 
the Division, Willmark has always taken the position that this category of em 
ployee should come within the exempt category. It was only sometime around 
1951 that the Administrator, apparently recognizing the Division’s inability t 
resolve this issue, arbitrarily, for the first time since 1938, included in his ip 
terpretive bulletin No. 6 dealing with the retail exemption, the category of 
shoppers and supervisors specifically. This was a purely arbitrary decision 
apparently with the thought that placing this category specifically in print as 
not being an exempt would resolve the issue. 

Willmark, to the present date, is unable to institute any adequate controls 
of these people who are outside in the field. Our history, with respect to this 
category, has shown that there is a gross exaggeration of the reported time and, 
in many instances, a deliberate misreporting of the time. 

It is, therefore, only fitting and proper since the committee is now in the throes 
of recommending needed amendments to the act that the committee give proper 
and due consideration to a modification of section 13A-1 considering the sug. 
gested addition of the following language to such section: 

“The provisions of sections 6 and 7 shall apply with respect to (1) any em 
ployee employed in a bona fide executive, administrative, professional, or local 
retailing capacity or any employee employed in an outside capacity whereby his 
hours of employment are not subject to the control of his employer.” 

This suggested amendment will, in no way, obscure the purpose of the act but, 
on the contrary, will serve to carry out the original intent of the Commission 
in including within the exempt category the types of employees referred to in 
the foregoing whose hours of employment cannot be controlled by his employer, 
i.e., outside field employee. 

The petitioner would very much appreciate the committee giving considera- 
tion to the foregoing and also respectfully requests that it be given an oppor 
tunity to be personally heard on this matter since some relief is necessary iD 
order to properly carry on its function. 


STATEMENT OF LAKE CARRIERS’ ASSOCIATION, CLEVELAND, OHIO 


Lake Carriers’ Association is an organization composed of 32 companies owning 
and operating some 313 American-flag bulk cargo vessels on the Great Lakes 
The vessels of association members transport about 95 percent of all bulk com 
modities, such as iron ore, coal, limestone, grain, and petroleum, moving between 
U.S. ports on the Great Lakes. Of the more than 14,000 officers and seamen 
required to man the privately owned American-flag Great Lakes fleet in times 
of full operations, about 11,500 officers and seamen are employed on vessels of 
members of the association. 

Lake Carriers’ Association and its member companies are unalterably op 
posed to any modification of the Fair Labor Standards Act of 1938, as amended, 
which would extend any of the provisions of the act to Great Lakes seamen 
This opposition is based on two firm and fundamental beliefs: 

First, that neither the policy nor the purposes of the act would be 
furthered by bringing Great Lakes seamen within the purview of the act; 
and 

Second, that the characteristics of maritime employment on the Great 
Lakes and the statutory and case law governing such employment, make 
it unsusceptible of regulation under the Fair Labor Standards Act. 

It is precisely for these rensons that seamen were first excluded from the 
act when originally adopted. They are equally valid today. 


THE POLICY AND PURPOSES OF THE ACT 


The reports of the Senate Committee on Labor and Public Welfare and the 
House Committee on Education and Labor, as well as the statements of various 
Members of Congress on the floors of the Senate and House at the time the 
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Fair Labor Standards Act was adopted, amply demonstrate that it was the 
policy of Congress to enact a law which would not conflict with other laws relat- 
ing to seamen. or the regulations of administrative agencies promulgated there- 
wder. It was said by Senator (now Mr. Justice) Black, in the report of the 
Senate committee, that “it was the policy of the committee, in cases where 
regulation of hours and wages are given to other governmental agencies to 
write the bill in such a way as not to conflict with such regulation. That 
action was taken with reference to maritime workers.” This policy has been 
continued ever since. 

One of the purposes of the act is to eliminate substandard wages, and cer- 
tainly the wages paid Great Lakes seamen are not substandard. The latest 
available statistics of the Ohio Bureau of Unemployment Compensation (cover- 
ing the year 1958) show that on a calendar year basis the weekly earnings for 
all persons employed on American-flag Great Lakes vessels averaged $170.02 
($100.74 for nonsupervisory personnel) whereas the weekly earnings of other 
employees in Ohio averaged $93.77. In fact, the average weekly pay rate for 
Great Lakes seamen was the highest of any of the 333 separate industries listed 
by the Ohio Unemployment Compensation Bureau. 

The foregoing statistics, which are based on a 52-week calendar year, are 
even more startling when it is realized that the navigation season on the Great 
Lakes is about 40 weeks. In other words, Great Lakes seamen earn more dur- 
ing the 40-week navigation season than most employees of industry earn in a full 
§2-week year. 

It should be emphasized, too, that employment practices on the Great Lakes 
are distinctive even in the maritime industry. All unlicensed seamen employed 
on vessels of association members receive compensation on the basis of an 8-hour 
day at rates far in excess of those required by the act, even as to the lowest 
rated seaman who receives at least $1.64 per hour. Overtime at 114 times the 
regular rate is paid for hours worked in excess of 8 per day and 40 per week. 
On holidays, when no work is performed, these seamen receive a full day’s pay 
and are credited with 8 hours regular time which counts toward the first 40 
hours of a work week. When work is actually performed on the holiday, the 
seamen is given double time and again credited for a full 8 hours straight time 
even though he may not have worked as much as 8 hours. 

On many vessels equipped with self-unloading machinery all unlicensed engine 
and deck personnel receive premium pay in addition to regular hourly wages for 
all hours on watch while the vessel is discharging cargo. Premium pay is also 
provided in other instances where seamen are asked to perform certain specific 
tasks as, for example, cleaning backheads. It is customary on a Great Lakes 
vessel employing day workers, if called out more than two times during the day 
to perform their regular assignments, to compensate such personnel at 1% 
times their regular rate for all time worked during the third or additionai work- 
ing period, even though they may not have worked as much as 8 hours that day. 
In no instance are these special premium rates paid in connection with hours 
worked in excess of the normal or regular workday and are not included within 
the regular hourly wage rates paid unlicensed seamen, which rates, as previ- 
ously mentioned, are far in excess of the minimum wage requirements of the 
act, even in the case of the lowest rated seamen. 

Being merely illustrative of employment conditions on the Great Lakes, these 
practices are of immense benefit to seamen, placing them among the highest 
paid workers in industry. If, however, such employment were to be brought 
within the purview of the Fair Labor Standards Act, it would be a practical 
impossibility to continue such wage practices because of the difficulty in com- 
puting the basic or regular rate of pay for purposes of the act. No one, least 
of all Great Lakes seamen, stand to gain by such regimentation. Extending the 
act to Great Lakes seamen would only serve to restrict the many wage benefits 
they now receive and bestow upon them no greater economic benefits than they 
how receive. 

A further purpose of the act is to spread employment by shortening the hours 
of work. Such legislation has no place in the Great Lakes vessel industry. 
The complement of officers and crew for Great Lakes vessels is specified by the 
U.S. Coast Guard in accordance with the requirements of safety; 46 U.S.C.A. 
222; 46 CFR 157. Under the Seamen’s Act of 1915, as amended, the division of 
the crew into at least three substantially equal watches is compulsory by law and 
no seaman may be shipped to work alternately in the fire room and on deck or 
vice versa; 46 U.S.C.A. 673. This section of the Seamen’s Act also fixes the 
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maximum work day at 8 hours and prohibits the performance against the seq pragTap 
man’s will of unnecessary work in port on Sundays and certain named legaj pie pres 
holidays. pall hi 
In view of these facts and the further fact that the regulation of hours ang #duty © 
wages of seamen are to a large extent given to other governmental agencies, such ii) ment 
as the Coast Guard, the wisdom of that policy which first excluded seamen from frection 
the coverage of the act becomes all the more apparent. The employment of seg. j The ef 
men is unlike any other industrial vocation. The addition of one more regulatory gige 20‘ 
agency in the form of the Administrator of the Wage and Hour Division of the fity- S 
Department of Labor, who necessarily is guided by a totally different set of pinistra 
standards and objectives, could but result in inevitable conflict, confusion and duty. 
onerous regulation without gain or benefit to anyone. af ee 
at 
THE CHARACTERISTICS OF MARITIME EMPLOYMENT i tior 
No go’ 
Today there is no less regulation of the wages, hours, and conditions of employ- Bail th 
ment for seamen than when the Fair Labor Standards Act was first adopted, $s amor 
The statutory and case law governing maritime employment is peculiar to the futies o 





industry. No one may be employed as a seaman in any capacity either as an 
officer or member of the crew of a U.S. vessel unless he holds a license as an 
officer or a certificate of service as an unlicensed seaman for the position in which 
he is engaged ; 46 U.S.C.A. 221-240, 672. 

On a Great Lakes vessel the master must make a contract in writing with every 
seaman before the vessel leaves port showing the term of the voyage or the period 
of employment ; 46 U.S.C.A. 574. In the event of wrongful discharge the seaman 
is entitled to wages for the full term of employment. Harriman v. Midland 8&8, 





wofusio 
Existi 
aster | 






d for 
der a 
ou'd b 

all 







The 1 












Line, (2 CA) 208 F. 2d 564. As previously noted, the manning requirements of $e car: 
a vessel, the maximum workday and the division of the crew into at least three ual t 
substantially equal watches is controlled by statute and supplemented by ad- piminis 
ministrative regulations. fy and 
Under the maritime law a seaman is considered to be “in the service of the pousef 
ship” if he is generally answerable to the vessel’s call to duty even though he #edua 
may not be engaged in the performance of routine tasks or under specifie Foseam 
orders. Farrell v. United States, 336 U.S. 511. The concept that the seaman is 
“acting in the course of employment” while “in the service of his ship” is not 
unusual considering the characteristics of maritime employment. However; That 
despite the fact that the policy and purposes of the case law, the Seamen’s Act FS A 
and related statutes giving rise to the concept are vastly differend from those om 





of the Fair Labor Standards Act, were that act presently to apply to seamen, it 
is clear that compensation would be required during all times that the seaman 
is in the service of his ship. This would be true whether or not he is standing 
a regular watch or performing other work pursuant to the instructions of his 
superior officers. Numerous court decisions indicate that the act requires com 
pensation for all hours during which employees are required to be on the 





be 
essel i 
if Gre 
‘ongre 
endins 















premises of the employer subject to call and amenable to the employer’s di® F Ay 
cipline, even though not actively engaged in work. Armour v. Wantock, 38 ry ti 
U.S. 126 ; Skidmore v. Swift € Company, 823 U.S. 134. ra 

It is probable that the Wage and Hour Administrator, guided by these deck |" ~ : 
sions and his own extensive interpretative bulletins, would not be inclined nor wt 4 
would he have authority to exclude from compensation periods recognized by . 





the maritime law as being in the service of the vessel. The Administrator com 
siders periods of activity as compensable depending upon the degree to which 





not be 






the employee is free to engage in personal activities. He also considers the Pl 
frequency with which an employee is called upon to engage in work and does wow 





not view the employee’s time as his own as long as he remains conveniently 
available to carry out the instructions of his employer. Thus, as a general rule 
under present law, hours worked are not limited to time spent in acts of labor; 
Interpretive Bulletin No. 13. The existing views of the Administrator place all 
emergencies as falling within the call of duty and hence compensable; Adminis- 
trative Opinions, October 1938, April 10, 1941. 

It has been proposed in H.R. 4488 and related bills, to delete the seaman’s 
exemption, clause 14, subsection (a) of section 13 of the act, and provide that 
for purposes of the application of sections 6 and 7 to the employment of seamemt 
on American vessels any such employee shall be paid not less than—‘“the rate 
which will provide to such employee, for the period covered by the wage pay- 
ment, wages equal to compensation at the minimum hourly rate prescribed im 
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agraph (1) of subsection (a) of section 6, or the overtime compensation 
e prescribed in subsection (a) of section 7, or both, as may be appropriate, 
rall hours during such period when he was actually on duty (not including 
duty periods within such periods which are provided pursuant to the em- 
yyment agreement or periods aboard ship when the employee was not, at the 















from ection of a superior officer, either performing other work or standing by).” 
f seq. |The effect of this amendment would be to bring seamen under the minimum 
atory gige and maximum hours provisions of the act as to so-called hours actually on 






ity. Such a proposal is highly objectionable in that the Wage and Hour Ad- 
inistrator would then have the task of deciding when a seaman is “actually 
sduty.” Similarly, the Administrator would have to determine what are “off- 
uty periods within such periods which are provided pursuant to the employ- 
nt agreement” and “periods aboard ship when the employee was not, at the 
section of a superior officer, either performing other work or standing by.” 

No governmental agency has ever found it necessary to codify or accurately 
















ploy- tail the actual duties of a seaman. They are, however, known and understood 
pted. fs among the master, his officers, and seamen. To attempt to define now the 
> the ities of a seaman or the hours “actually on duty” would end in hopeless 
iS an fufusion. 





Existing maritime law avoids confusion and ambiguity by permitting the 
aster and seamen to define the working day by contract. Overtime is then 
uid for all work, whatever it may be, done outside specified working hours 
nder authorization of the master or other responsible officer. This no longer 
on'd be true were the Administrator to attempt to codify or regulate the hours 
ually on duty.” 

The maritime law places continued responsibility for the safety of the vessel, 
¢ cargo and crew, upon the master. It is essential that he have authority 
yual to that responsibility. Any attempt to define the duties of seamen by 
(ministrative regulation would place serious limitations on the master’s author- 
ty and jeopardize the safety of vessels at sea. Hence, apart from the fact that 
»useful purposes would be served by bringing seamen under the act, H.R. 4488 
sequally as objectionable as those bills which would extend the act’s coverage 
pseamen without restriction. 
















CONCLUSION 










That Congress acted wisely in excluding seamen from the Fair Labor Stand- 
ds Act cannot be challenged. The act is wholly unsuited to the relationship 
hich exists between the Great Lakes vessel owner and the seaman. 

Regulation of the type contemplated in the act is wholly unnecessary, not 
ily because of the high wage standard prevailing throughout the Great Lakes 
esel industry but also because the wages, hours, and conditions of employment 










- if Great Lakes seamen are already closely regulated under existing acts of 
om: Pusress. Indeed, enactment of any of the proposals advanced so far for ex- 
‘the ning the Fair Labor Standards Act to seamen would only create legal con- 
dig. Picts and produce an avalanche of litigation. Actually, Great Lakes seamen 
328 and to lose substantial wage benefits from the enactment of such legislation. 





Section 2 of H.R. 4488 would predicate extension of the act to certain in- 
lustries affecting commerce upon the existence of labor conditions detrimental 
» the maintenance of the minimum standard of living necessary for health, effi- 
tency, and general well-being of workers. Certainly such conditions are not 
tharacteristic of Great Lakes vessel industry. The purposes of the act would 
lot be served by extending it to Great Lakes seamen. 

For these reasons Lake Carriers’ Association and its member companies 
‘trongly urge that the provisions of the Fair Labor Standards Act of 1938, as 
mended, not be extended to include seamen. 















AMERICAN BOTTLERS OF CARBONATED BEVERAGES, 
Washington, D.C., May 11, 1960. 





Hon. Pui M. LANDRUM, 

Chairman, Subcommittee on Labor Standards, 

Houses Committee on Education and Labor, 

House of Representatives, Washington, D.C. 
DEAR CONGRESSMAN I.ANDRUM: The American Bottlers of Carbonated Bever- 

ages, the national trade association of the soft drink industry, appreciates this 

‘(portunity to present our views concerning some of the legislative proposals 
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eurrently being considered by your subcommittee having to do with amendmen 
to the Fair Labor Standards Act of 1938. 












































The soft drink industry is comprised of over 4,500 bottling plants throughoy} /2 ad 
the United States located in more than 2,200 communities. Most of these plangcourt d 
are locally owned, locally financed, and operate under one or more franchig}f COV 
type agreements. The plant owners are typical American small businessme the COV 


operating wholly intrastate in the majority of cases, while others may marke ployee’s 
the great bulk of their products primarily in a single State, but with some shipf 12 1 
ments in interstate commerce. In the aggregate the industry provides dire stated, 
continuous employment for approximately 100,000 persons, with 73 percent gjdraw. | 
the plants employing a total of less than 20 employees each, while 26.1 perceyfm@@y YW 
of that number have 4 or less employees. Under such circumstances, other tha !? be Pp 
the owner-manager, it is not unusual to find that in many of these operations fhq at U1! 
only employee having contact or association with interstate commerce, as pres} ot ens 


ently defined, is the employee who orders, receives, or invoices supplies or mat ‘affect’ 
rials received from outside the State. For this reason, you can readily see tha widen 
our subsequent comments on the pending legislation (H.R. 4488) are based no major } 
on any desire to foster substandard working conditions or wages: but rather ¢ The 
the necessity of avoiding further Federal controls under the Fair Labor Stangg mittee 
ards Act in an area where no apparent need has been indicated. dous bi 
The first major objection to the proposed legislation is found in the chang of the 
of the definition of “produced” in section 3(j) so that not only those employes ™@228' 
engaged in production are covered but also any employees engaged in a process !resen 
necessary to production. The effect of this change would be substantial. [pYe#!s 
would make the law applicable to every employer of every employee engaged fy for 2 y 
an activity affecting commerce. This would substantially broaden coverage, bap?! 
more important would change the concept of application of the law from onmeri« 
based (at present) on the activity of the individual concerned, to one based of Pecial 


plant activity. No longer could certain employees be covered while others wer 
not. Under the new concept all would be covered, or none. 

Our second objection is directed. at section 3(s) of H.R. 4488. Under thé 
greatly broadened definition here proposed coverage is extended to any “activif} 
affecting commerce,” “activity in commerce,” “necessary to commerce,” or “ 
peting with any activity in commerce.” Under this extremely broad definiti 
the traditional distinction between an interstate and intrastate operation 
virtually extinguished. As a matter of principle this industry feels constrained 
to oppose any broad extension of Federal control and regulation over what would} 
normally be considered purely intrastate operation. The impact of such @ try—h 
amendmnet, if enacted, would be severely felt in the bottling industry throughont} 2dust: 
the country. _The 

Our third objection is directed at section 3(t)(7), which would extend thet 
coverage where “such employer has one or more employees engaged in commen ike, 2 
or in the production of goods for commerce if the annual gross volume of sale and Be 
of such enterprise is not less than $50,000 annually.” Under the proposed def" Tea: 
nition such an operation may be fully covered under the Fair Labor Standart A si 
Act, in that same situation. This is manifestly inequitable and fails to carry ouj/ ™a 
the original intent of the framers of the act, that only those operations whid 
were truly interstate, and which exerted a substantial impact on interstate 
commerce should be subject to Federal regulation. The purported minimum 
$50,000 gross annual sales volume floor does not in reality provide protection fa ee 
the small businessman, since if a single employee receiving supplies through 0 be ¢ 
interstate commerce should be subject to the act, the rest of the employees woull 
automatically be brought in. 

Secretary of Commerce Frederick H. Mueller, appearing before this committe 
this year emphasized, “I am seriously opposed to those features of H.R. 448 
which are designed to extend the coverage of the Fair Labor Standards Ad 
These would expand the reach of Federal regulation to encompass en masse! 
multitude of firms whose business activities have thus far been regarded as mor 
properly falling within the responsibilities and authority of the States and 
localities. Where a business is essentially local in character. it would seem that prese 
that business and the working conditions of its employees shonld remain undeé ra 
regulation by local authority in the light of conditions prevailing in that area. this in 
Now, however, it is pronosed to remove such firms from State and local authori}, | 
and snhject them to federally imnosed wage and hour regulations. Exempti 
would be accorded solely on the accident of size (gross volume of sales or sert 
ices) and without inquiry or concern as to whether, in fact the activities ¢ 
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meyygaged in by them bear any real or significant relationship to interstate com- 
merce.” Our industry emphatically supports this view. ; : 

ghoy in administering the act a great number of administrative interpretations and 
rant court decisions have been accumulated which guide industry as to the extent 
ichigh of Coverage under the act. The proposed amendment by H.R. 4488 to extend 
the coverage would demolish these guides as effective determinants of an em- 
arke| ployee’s Status where he is now known to be outside the coverage of the act. 

ship] In 1957 Secretary of Labor Mitchell in testimony before this committee 
dired stated, “Under the Fair Labor Standards Act, the line of coverage must be 
nt qdrawh as precisely and definitely as it can be so that employers and employees 
reayf may understand its application from the facts that they know. Wages have 
thay to be paid each pay period and if the law applies, it must be complied with at 
1s fig that time,” The serious problems which would confront local bottlers who are 
D »fnot engaged in commerce, but whose activities could possibly be construed to 
mai “affect” commerce would be multiplied and compounded as each individual 
> thay incident was litigated or decided, Routine day-to-day decisions would become 
4 no wajor headaches, 
erg) The fourth objection to the proposals now under consideration by this com- 
‘tangy mittee relates to the recordkeeping requirements which would impose a tremen- 

dous burden, particularly with reference to those small plants where the owners 
hand of the enterprise frequently also serve in the capacity of manager or assistant 
overs Manager and assume production duties as well as handling all the paperwork. 
-ocegs Present regulations require the maintenance of some 17 separate records for 3 
years with respect to covered employees. Still other records must be kept 
red hh for 2 years. Keeping up with current requirements and administrative rulings 
e. pypposes a serious problem for those small businessmen brought up in the old 
5 American tradition of “do it yourself,” who do not have legal or accounting 
ed gp specialists at hand to maintain their records properly. Furthermore, the time in- 
wen lved in maintaining the records represents an additional cost factor, not to 
nention the irritation and aggravation of working more time for the Government. 
r tha Our fifth objection lies against imposition of a $1.25 minimum wage as pro- 
tivity posed in section 5(b) precisely because this action would force upward wage ad- 
“egg iustment of higher paid employees in order to preserve traditional wage dif- 
nition Crentials. At a time when inflation and spiraling costs are the Nation’s greatest 
ion @@eblems confronting small business, the proposed bill would add fuel to the 
ain fames and set off a new spiral of price increases. This is particularly dis- 
woul OUraging to the soft drink industry which—perhaps more than any other indus- 
ch at try—has generally maintained modest price increases in a time in which the 
ghont industry has seen its labor and material costs soar. 
The contrast between economic conditions which caused Congress to enact a 
d the 3-cent-per-hour minimum wage, until industry could absorb a 40-cent-per-hour 
mere like, and the conditions of high employment, inflation, high standard of living, 
sales and general lack of sweatshop conditions make abundantly clear that a wage 
1 def pacrease at this time would disrupt rather than stabilize the Nation’s economy. 

A sixth objection to the proposals is the impact upon unskilled workers. 
In many instances many of the routine duties about the plant are performed 
vhid by unskilled employees including such operations as cleanup, loading and un- 
rstate bading, and night watchmen. Conceivably, under the impact of the higher 
imun}“nimum wage, particularly if overtime were involved, it would no longer be 
on for economically practical to maintain these employees as their duties would have 
rough to be assumed by other employees. The loss of these employees would be direct- 
would ly opposite the avowed intention of the act, which, at the time of its enactment 

was to increase the work force and maintain an acceptable wage level only to the 
nitter extent that existing employment would not be curtailed. The added costs im- 
posed by enactment of this legislation could not be absorbed by our industry but 
: ‘Act would have to be passed on in the form of higher prices for the industry’s 
rs products. Such inflation dictated by the Federal Government we contend is im- 
“mor proper and unjust. ? , . 
; The seventh objection to the bill is found in the attempts to eliminate many of 
it the exemptions adopted through previous legislation, in section 9, which as 
undet Presently applied are of greatest benefit to small local businesses throughout the 
untry, including this industry. Fortunately, the principal benefits affecting 
hori? this industry (sec. 9(a)) are not deleted in the present bill; namely, the exemp- 
ion of administrative, professional, and outside salesmen, employed by those 
lants which are in interstate commerce. 
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However, again as a matter of principle, this industry must take excepti 
to the practice of the constant whittling away and erosion of the existing @, 
emptions as a means of further broadening coverage and extending the 
and depth of Federal control. 

Our eighth objection has reference to the proposed elimination of the 
emption provided in section 13(b) (1) for employees subject to the provisions 
the Motor Carrier Act. This exemption was included to avoid any conflict wi 
the highway safety program adopted by the Interstate Commerce Commi 
in carrying out its duties under this act. With an accelerated highway 
struction program and a greater number of vehicles traveling more miles 
ever before the ICC has increased its enforcement activities in connection 
the safety of operation of private and common carriers. In addition to in 
tion of equipment, drivers must submit to a physical examination every 
months and must maintain a daily log. Drivers’ hours of work are restri 
and supervised in order to assure highway safety. In the opinion of this ind 
which while primarily local, does utilize some trucks in interstate distributi 
there should be no interference with the exemption from overtime provisions 
the act as applied to drivers and helpers subject to the interstate Comm 
Act. 

In conclusion the industry wishes to thank the committee for an opportu 
of expressing its views and again emphasizes its belief that enactment of 
proposed legislation (H.R. 4488) would have an adverse effect on the natio 
economy in general, and a disastrous effect upon the many small individ 
enterprises comprising the soft drink industry, in particular. 

Respectfully submitted. 

THOMAS F. BAKEr, Secretary. 


FARMERS’ STORE Co., 
Eau Claire, Wis., May 9, 1960. 
Hon. Lester R. JOHNSON, 
House of Representatives, 
Washington, D.C. 

Dear Mr. JOHNSON: The matter of including retail establishments under 
Fair Labor Standards Act as proposed in the Kennedy bill S. 1046 is a matter 
grave concern to us and without question to many other retailers who have 
group of general merchandise stores, the total of which have a sales volume 
$500,000 or more, located in small rural villages and cities. 

We have a group of 18 stores selling general merchandise, such as 
meats, farm implements and farm supplies, dry goods, men’s and boys’ weat! 
hardware, etc. 

Fourteen of these stores are located in towns with a population from 3 
to 2,663. 

Approximately 65 percent of the sales volume in these stores is groceries ang 
farm implements and farm supplies. 

Our net profit averages only 1.88 percent on sales. 

Mark-on in this type of business is very limited due to the competition “ad 
national chains whose buying power is such they command prices that 
retail establishments cannot obtain. 

To be compelled to increase our wage scale on a comparable basis of large! 
cities, we will be forced to raise our prices to such an extent that we will nd 
be in a competitive position. 

Furthermore, prices on food cannot be raised, nor can prices on farm imple 
ments and farm supplies be raised. The farmer, as you no doubt are well awa 
is having considerable difficulty in making ends meet. To increase the mark 
the remaining 35 percent of our sales which in towns of this size consists 
very staple merchandise, sufficiently to cover our increased costs of operati 
would be an absolute impossibility. 

Competitors that do not come under the act will be in a position to unde 
those who are forced to raise their selling prices for reason of increa 
selling costs. 

Regulating one type of retailer and not the other towns of this size is 
tainly discriminatory. 

We would have no objection to the inclusion of retailing under the act pr 
viding all retail establishments located in villages or cities with a bore 
5,000 or less were exempt regardless of amount of sales volume. 
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Our employees are now being paid a wage that is all the traffic will bear and 
in most instances are being paid a higher hourly wage than our competitiors 
are paying. 

We would not be in a position to reduce store hours to avoid payment of 
time and one-half for number of hours of employment over 40. If this had to 
be done it would mean a reduction in the weekly wages for these employees 
instead of an increase which the bill S. 1046 proposes. 

Furthermore, it is impossible in the small towns to maintain store hours from 
9 a.m. or 9:30 a.m. to 5 p.m. or 5:30 p.m. which are effective in large cities. 
Farmers come in early and late, they do not have a fixed shopping time as is 
the case with people living in larger cities. 

As stated in our letter to you of March 30, we have 1,800 stockholders, the 
majority of which are farmers. 

In the past weeks we have brought this matter to their attention and we can 
assure you that they feel as we do, that, should you vote to include retailing 
under the act, you are placing a further burden on the farmers. 

We feel that now is the time to call a halt to further inflation. 

Please consider carefully our reasons why we feel retailing should not be 
included under the act and ask you to oppose any attempt to include same. 

Yours very truly, 
B. R. VoLKMAN, Evecutive Vice President. 


AFFIDAVIT OF Epwarp MATHIS, MATHIs Forest Propucts Co. 


STATE OF MISSISSIPPI, 
County of Perry: 

Before me, the undersigned authority, a notary public within and for the 
county and State aforesaid, duly commissioned and qualified, on this day per- 
sonally came and appeared Edward Mathis, a resident of Beaumont, Perry 
County, Miss., who after being by me duly sworn on his oath deposes and says: 

That he does business as the Mathis Forest Products Co., Beaumont, Miss., 
and his timber products including pulpwood are sold to several mills in the area; 
that in operating a portion of his business as a pulpwood dealer that he pur- 
chases pulpwood from numerous small part- and full-time producers, farmers 
and timberland owners. 

Affiant further states that he has purchased pulpwood in his territory for 
more than 20 years and in the conduct of his business for such a long period 
of time he is personally acquainted with the great majority of pulpwood pro- 
ducers in his area including both full- and part-time operators. 

Affiant’s attention has been called to testimony given by A. F. Hartung, presi- 
dent of the International Woodworkers of America, an affiliate of the AFL-CIO 
before the House Subcommittee on Labor and Education at a hearing before 
that committee on March 24, 1960, including a sworn affidavit of L. J. Harvison 
filed with that committee in connection with Mr, Hartung’s testimony. 

Affiant further states that in such tesimony Mr. Harung pictured L. J. Harvi- 
gon as a full-time pulpwood producer “working 50 hours a week every week.” 

Affiant further states that he has personally known L. J. Harvison for sev- 
eral years and knows of his own personal knowledge that Mr. Harvison has a 
farm and owns a tractor in connection therewith and does not devote his full 
time to pulpwood production; and further that Mr. Harvison only periodically 
sells him pulpwood. 

Affiant further states that he has no personal knowledge of the total gross in- 
come of L. J. Harvison nor as to the specific division of his activities into farm- 
ing, pulpwood producing, and other activities, but affiant notes that it is in- 
ferred in the said affidavit of L. J. Harvison signed by him on February 29, 1960, 
that he only earned $900 annually from full-time work in pulpwood production 
throughout the year. 

Affiant attaches hereto as an exhibit to his affidavit a detailed statement of all 
wood which he purchased from L. J. Harvison during the period from January 
1, 1959, to December 31, 1959, and directs attention to the nonproduction f 
wood during the farm planting and harvesting season, specifically during the 
months of January, February, March, September, October, November, and De- 
eember, and further the limited production of wood during the periods of the 
dry months or the months normally most favorable for large volume of wood 
production. 
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Affiant further deposes and says that the facts recited in this affidavit are 
true, correct and accurate and within the affiant’s own personal knowledge. 
EDWARD MATHIs, 
Sworn to and subscribed before me, the undersigned authority, on this the 
21st day of May A.D. 1960. 
[SEAL] 
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HuGH P, Garraway, Jr., 
Notary Public. 
My commission expires April 19, 1961. 
EXHIBIT TO AFFIDAVIT OF Epwarp MATHIS SHOWING Woop PURCHASE ACCOUNT 
or L. J. HARVISON FOR THE YEAR 1959 


Amount paid L. J. Harvison by Edward Mathis and/or Mathis Forest Products 
for pulpwood from Jan, 1, 1959, to Dec. 31, 1959 
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AFFIDAVIT OF 


STATE OF MISSISSIPPI, 
County of Forrest: 


Epwarp R. WILLIAMS 


Personally appeared before me, the undersigned authority in and for said 
county and State, the within named Edward R. Williams. 


duly sworn states on oath that he is 


who being by me first 


47 years of age and that he has lived his 


entire life at Brooklyn in Forrest County, Miss., and that he does not haul wood 


at all but he does cut paperwood on a contract basis with H. M. F 


itzgerald; 


and Mr. Fitzgerald does not oversee him in this work but his agreement with 
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Mr. Fitzgerald is that Mr. Fitzgerald will pay him $3 per unit for cutting wood; 
and the wood is loaded directly on truck owned by Roy Ramsey, who is the one 
owning a truck and hauling the wood for Mr. H. M. Fitzgerald. Affiant does 
not know what Mr. Fitzgerald pays to Roy Ramsey. All he knows is that he 
cuts the wood and gets $3 per unit therefor and it is measured after it is placed 
ou the truck; and he understands that the wood is hauled to either Hattiesburg, 
Miss., yard or Wiggins, Miss., yard; and he known that none of the wood is 
hauled to Brooklyn, Miss., because there is no place for it there and no wood- 
yard there; and in this work he does get someone to help him; and his helper’s 
job is to measure the wood and trim it, and affiant does the cutting. Affiant pays 
$1 per unit for measuring and trimming and this leaves him $2 per unit for his 
work and for the use of the tools he furnishes. Mr. H. M. Fitzgerald furnishes 
him some of the repairs without cost to him. When it is good weather affiant 
works about 50 hours a week, but it is left up to him as to how long he works 
and When he works. He has no boss. All he does is to make what he can out of 
it. He does not drive a truck and he does not own a truck, and the truck which 
hauls the wood that he produces or cuts is owned by Roy Ramsey. 

Affiant does not know where Roy Ramsey hauls the wood to excepting what 
Roy Ramsey tells him, because he never goes in on the truck and really does not 
know where it goes. Affiant does own two saws but he does not know or have 
any idea about how much he spends each year to keep them up. Albritton Saw 
Repairs here in Hattiesburg, Miss., does some of the repairs to his saw. He has 
oe broken down now but he has not gotten it in the shop yet. His income 
for his own work varies, but he usually makes from $50 to $60 a week and 
sometimes he makes more than $100 per week, depending on how much he pro- 
duces, and sometimes he makes nothing, or practically nothing, because it rains 
and he cannot work. It is very hard for him to say just how much he averages 
pr week. He averages about $40 per week the year round, taking the time 
when he makes over $100 per week against the times when he does not make 
anything because of bad weather. He does not haul any timber at all. Affiant 
cuts wood on individual lands or company lands, wherever Mr. Fitzgerald makes 
arrangements for the cutting. Mr. Fitzgerald tells him where it is and he goes 
there and does the cutting. It is not true that he is paid $3 per unit for hauling 
wood. He is paid $38 per unit for cutting wood. It is not true that his gross 
income is $1,800 a year, if it is meant that this is all that he gets from his work, 
and it is not true that all that is left after he pays expenses is $350 for the year. 
This would be less than $10 a week, but when he works he makes about $10 
or more per day. 

Epwarp R. WILLIAMS. 


Sworn to and subscribed before me on this 25th day of April A.D. 1960. 
[SEAL] HELEN FE. STANLEY, 

Notary Public. 
My commission expires September 8&8, 1963. 


H. J. HEtNz Co., 
Muscatine, Iowa, April 19, 1960. 
Congressman FRED SCHWENGEL, 
House of Representatives, Washington, D.C. 

DEAR Mr. SCHWENGEL: There are two bills under consideration at this time 
which we feel should be called to your attention. Senate bill 1046 introduced by 
Senator Kennedy and H.R. 4488 introduced by Representative Roosevelt. Both 
of these bills are practically the same and have to do with the minimum wage 
and present 7(b) (3) and 7(c) exemptions for industries of seasonal nature and 
for handling perishable products. 

The 7(b) (3) exemption provides 14 weeks in which an industry may be ex- 
mmpt from overtime payments when found by the Administrator to be of a 
seasonal nature. 

The 7(c) exemption provides 14 weeks of exemption from overtime payments 
when an industry is engaged in the first processing of or in canning of perish- 
able or seasonable fresh foods or vegetables, 

Both of the above bills would eliminate the above exemptions. The overtime 
provisions of FLSA are designed to spread employment by requiring penalty 
overtime for hours worked in excess of 40 per week. Many canning plants are 
located in small towns in rural areas where additional labor is not available. 
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The forces of nature controls the flow of raw products to the cannery an 
consequently the number of hours per day or week that must be worked ip 
any plant during the peak of the season will depend directly upon the weather, 
There usually is a serious temporary shortage of available cannery manpowe 
during the harvesting of perishable crops. The elimination of the 7(b) (3) and 
7(c) exemptions would not alleviate this manpower shortage in any way. All 
it would accomplish would be to increase the price of food products. Inasmuch 
as Congress has been showing great concern over the cost of food prices re 
cently, as evidenced by several investigating committees considering the problem, 
it seems to me that the Kennedy and Roosevelt bills would only add to the cost 
of food products. 

I would appreciate anything you can do to stop the passage of these two bills 

Sincerely, 
C. P. RoBERTs, 


CONGRESS OF THE UNITED STATES, 
HOovusSE OF REPRESENTATIVES, 
Washington, D.C., May 3, 1960. 
Hon. Puiu M. LANpRuUM, 
Chairman, Subcommittee on Labor Standards, 
House Committee on Education and Labor, 
480 House Office Building 


DEAR Mr. CHAIRMAN : I have received the following letter from Mr. Noel Bakke, 
general manager, Blue Ribbon Growers, P.O. Box 1587, Yakima, Wash., regard 
ing H.R. 4488: 

“We oppose section 6 (b) and (c) and section 7 (b) and (c) which provide 
a partial exemption of payment of overtime for seasonal industries such as ours, 

“With many fruits bringing less than cost of production there is no justifica- 
tion for paying overtime during the peak of the season in our packing plants 
and canneries. The past season’s Winesaps are bringing only approximately 
cost of production; Elberta peaches and Bartlett pears which have been proc. 
essed are now bringing less than cost of production—as a result many growers 
in the State of Washington are facing a very serious financial problem. Wages 
have increased every season and we see no justification for paying overtime when 
the workers are receiving considerably more money than the owners of the 
fruit.” 

I have told Mr. Bakke that I would bring his views to your attention and if 
possible, I was sure you would incorporate them in the record of the hearings 
on this legislation. Thank you. 

Sincerely yours, 
CATHERINE May, Member of Congress. 


STATEMENT ON BEHALF OF THE NORTHEASTERN LOGGERS ASSOCIATION, INC. 


This statement is made on behalf of the 470 members of the Northeastem 
Loggers Association, Inc., by Stanley W. Hamilton, president, duly authorized 
to so do by the board of directors of said association at the annual meeting held 
on April 21, 1960, at Utica, N.Y. 

The residences of members of our association include all of the New England 
States, New York, New Jersey, Maryland, Pennsylvania, West Virginia, and 
some in Ohio, Illinois, Michigan, and Wisconsin. The principal office of the 
association is located at Old Forge, N.Y. 

Throughout this entire area it is the practice for sawmills and pulpmills to 
obtain large quantities of logs and pulpwood from independent logging contrac 
tors and producers. For many years this area provided the timber needs of 4 
growing nation and much of the land has been cut over two or three, or in cer 
tain instances, several times. More than two-thirds of all of the taxpaying tim- 
berland in New England is held in approximately one-quarter of a million of 
these small woodland ownerships that average about 72 acres in size. This is 
quite typical of the entire area served by our association. 

Because of this ownership pattern a large percentage of all forest products 
must be secured from small woodlot areas and the work crews of necessity must 
be small. The typical forest products producer uses a horse or two or perhaps 
a small farm tractor, cutting and hauling his product to locations where it may 
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be loaded onto a truck for transport; in some instances he may actually own the 
truck. Many of the operators combine logging with other work of a seasonal 
nature such as farming, harvesting Christmas trees, working on roads, and so 
forth. It is unusual for a small operator to employ more than 12 men at any 
given time during the year and to cut more than 2 million feet of logs or 2,000 
to 3,000 cords of pulpwood. His gross receipts on the average would probably 
not exceed $75,000 annually and out of this must come his payroll and all other 
costs incident to the operation. We know of no industry as difficult to manage 
and control as the logging industry. Variations in terrain and timber do not 
permit standardization of methods and loggers are always faced with the un- 
certainty of weather. 
THE 12-MAN EXEMPTION 


The exemption from the minimum wage and overtime provisions of the Fair 
Labor Standards Act for employers of 12 men or less provided by section 
13(a) (15) which was added to the act by the Congress in 1949, offered these 
small independent businesses wholesome relief from laws which it was almost or 
in fact quite impossible to comply. The profit margin of such small logging 
operations does not justify expenditures which are necessary in order to keep 
accurate records of the hours worked. This is not because small operators are 
underpaid for their services or for their product but rather because the volume 
of their business does not justify overhead costs of this nature. Also there is 
always the problem of not knowing who or when men are actually working. 
Many may work part time and at times most convenient to themselves. The 
operations most generally are away from established residences and the em- 
ployer or his family are not aware of when the workers come and go. Main- 
taining scheduled workweeks is impossible because of the weather. It is un- 
pleasant and unsafe for men to work in the woods during and immediately after 
rains and generally they stay home, but immediately following such periods 
workers usually work longer hours in order to maintain a normal week’s earn- 
ings. Because of the problem of recordkeeping it has long been the custom for 
woodsworkers on small operations to be paid on the basis of piece work rates 
without regard for hours worked. 

Congress recognized the impracticability of small operators complying with the 
recordkeeping provisions of the act when it enacted the partial exemption for 
logging and forestry operations employing 12 men or less. If the Congress now 
should eliminate the 12-man exemption, the employer will be forced to keep a 
record of the time worked by each worker and pay him on that basis. This 
means that when a 10- or 12-man crew is broken into several smaller units, all 
perhaps of 1 man each, some person must be detailed to watch over and to know 
where and when each worker is working. When the jobs are scattered over an 
area of two or three townships which is quite often the case, it can be easily 
recognized that this may be an impossible accomplishment. 

Nowhere in the area is there a superabundance of woods workers today and 
because of this fact woods workers earnings are maintained on a level generally 
the equal of, if not higher than that existing in other occupations. On the small 
exempt operations, wages are generally higher than on operations subject to the 
Fair Labor Standards Act. ..For example, in New Hampshire at the present time, 
the prevailing wage as reported by the New Hampshire Division of Employment 
Security for piecework cutters is $6 per cord for rough pulpwood cut at the 
stump and $6.50 to $7 per cord for rough pulpwood yarded. On the exempt 
operations one will find wage rates far higher than the prevailing wage just 


quoted. This reflects the difference in the piecework rate demanded by the 


worker to equalize gross weekly earnings with workers employed on the larger 
nonexempt operations. It also indicates that workers can be recruited for the 
larger operations more easily than when a job is of short duration. In the 
area covered by our association, earnings of woods workers in excess of $2 
per hour are quite common and earnings as low as those established by the 
various State highway departments for common labor is almost unheard of. 
‘There is no evidence to support any claims that because of the exemption, woods 
workers are being exploited. 

The result of elimination of the 12-man exemption will be almost total elimina- 
tion of the small businessman type of logger. He will not be able to afford the 
overhend staff which he will be forced to maintsin in order to police and ad- 
minister his operation. There also will be great reluctance on the part of con- 
suming mills to buy the output of his crews for fear that they will become 
innocent partners to his unavoidable violations. 
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SEASONAL EXEMPTIONS 


Seasonal exemptions as provided in the Fair Labor Standards Act under 
section 7(b)(3), currently provide under the law is a satisfactory method 
of dealing with natural seasonal factors peculiar to the logging industry in the 
area covered by our association. Seasonal exemptions covering the operation of 
sap peeling, ice road hauling, and spring freshet driving have been approved by 
the Administrator. The ice road hauling and spring freshet driving operations 
are conducted almost entirely, and the sap peeling in large part, in the deep 
forest areas of the north where the employer of necessity has to provide hous- 
ing and subsistence for his employees. The sap peeling season is limited to that 
period of the year when the sap is raising in the trees and varies somewhat be- 
tween species but the normal season lasts from 8 to 14 weeks during late spring 
and early summer. The ice road hauling takes place when subfreezing tem- 
peratures enables otherwise swampy land to be frozen solid enough to support 
the movement of sleds and trucks. The cost involved in building roads would 
be entirely prohibitive by any other method. Good winter hauling over these 
roads usually is limited to about 14 weeks in the months of December, Jan- 
uary, February, and March. Spring freshet driving involves the movement of 
wood, either logs or pulpwood, down the streams to the mills or loading out 
places from the point where the logs or pulpwood are placed in or alongside the 
streams, during that period in the spring when melting snow and spring rains 
raise the water level sufficiently to move the wood or logs over the normally 
rocky streambeds. This operation can be done at no other time. If it were 
necessary to conduct any of these operations on a 40-hour week basis, much 
greater numbers of men and much larger camps would be required. This of 
course would result in increased costs and at the same time each worker would 
receive a much smaller wage. We must also face the practical matter of where 
the additional workers could be recruited. The work is all highly skilled 
and there are barely enough men to perform the work under the present system. 

In the Northeast, especially in the States of Maine, New Hampshire, Vermont, 
and New York, pulpwood producers must compete with Canadian pulpwood for 
their market. Woods labor is much more plentiful in Canada than in the 
adjacent border area in the United States and there are no laws in Canada 
which arbitrarily increase the production costs of forest products. Many 
hundreds of thousands of cords of pulpwood are now imported from Canada 
and anything which would tend to price our own pulpwood higher, would auto- 
matically benefit Canadian producers in their exports to the American market. 

The loss of the seasonal exemption which has been accepted and followed for 
20 years under the law would have far-reaching affects, it would raise costs not 
only of the raw material but the resulting finished product and would tend to 
force people out of business, eliminate jobs and indirectly benefit the Canadian 
producers. 

In conclusion with respect to H.R. 4488, our specific recommendations are as 
follows: 

1. Retain the present 12-man forestry and logging exemption in the Fair Labor 
Standards Act. This can be done by adding what is now section 13(a) (15) of 
the current act to the list of exemptions in section 9 of H.R. 4488 so that the 
exemption reads: “The provisions of sections 6 and 7 (minimum-wage and over- 
time pay) * * * shall not apply with respect to * * * any employee employed 
in planting and tending trees, crusing, surveying, or felling timber, or in pre- 
paring or transporting logs or other forestry products to the mill, processing 
plant, railroad, or other transportation terminal, if the number of employees 
employed by his employer in such forestry or lumbering operations does not 
exceed twelve.” 

2. Retain the seasonal exemption by having all of clauses (b) of section 6 of 
H.R. 4488 deleted—this clause reads: “(b) Subsection (b) of section 7 of such 
act is amended by striking out clause (3) thereof.” 


ASSOCIATION FOR THE BLIND OF ROCHESTER, 
Rochester, N.Y., April 29, 1960. 


Hon, Punt LANDRUM, 
House of Representatives, 
Washington, D.C. 
DeaR Mr. LANDRUM: I wish to explain our position in regard to the amend- 
ing of the Fair Labor Standards Act of 1938. If this were amended to establish 
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that blind workers employed in workshops should receive 40 percent of the pre- 
vailing minimum wage, increasing each year until 80 percent of the minimum 
wage is reached, it would seriously undermine some phases of our work in 
rehabilitation. 

I want to point out to you that the workers in our shop are all blind and all 
have secondary handicaps which coupled with blindness makes them unemploy- 
able in industry. It does not make them unable to earn, and most of them are 
able to earn more than the minimum wage anyway. They are all paid on a piece 
rate basis because of the seriousness of these secondary hundicaps. 

There are a few workers, however, whom we admit to the workshop for thera- 
peutic reasons. They participate in the industrial work and are paid at the 
same rate as the other workers but these are, for the most part, psychotic or 
emotionally unstable so that their attention span is short and they are unable 
to keep up the steady pace of a factory. They do, however, have lunch together 
with the others and participate in all the conversation. We think this has a 
socializing influence. They enjoy it. Life is a little fuller for them because of 
their attendance here. But they can’t earn much money. 

If you amended the Labor Standards Act so that we were forced to pay a 
minimum wage, these incompetent blind persons—incompetent because of sec- 
ondary handicaps, not blindness—would be excluded. 

I want to repeat that even now, most of our workers do earn more than the 
minimum wage, so that for the most part a special permit is not needed. But the 
few who are unable to earn would be excluded. 

I hope you will leave the act the way it is. 

Yours very truly, 
ELEANOR D. FRANKE, 
Executive Secretary. 


AMERICAN HOSPITAL ASSOCIATION, 
Washington, D.C., May 3, 1960. 
Hon. Puit M. LANDRUM, 
Chairman, Subcommittee on Labor Standards, House Education and Labor Com- 
mittee, House Office Building, Washington, D.C. 

DEAR CONGRESSMAN LANDRUM: The American Hospital Association is concerned 
with the effect that certain of the proposed amendments of the Fair Labor Stand- 
ards Act which are pending before your subcommittee would have on the non- 
governmental hospitals of the country. In general, these hospitals are not now 
subject to the wage and hour provisions of the act, because of the “retail or 
service establishment” exemption in section 18(a) (2). 

Our concern is that your subcommittee should be aware of the effect which 
extension of the act to these hospitals would have on hospital costs, and thus on 
the price which the public must pay for its hospital care. 

Hospitals are continually striving to pay wages comparable to those paid 
for similar work in their communities. Unfortunately, however, despite much 
progress in recent years, hospitals in most parts of the country are paying some 
of their less-skilled employees less than the $1 minimum wage now prescribed 
by the Fair Labor Standards Act. Thus, in 1959, the nationwide average start- 
ing wage for untrained women was 90 cents an hour, while in three States the 
average was only 61 or 62 cents. For untrained men, the corresponding national 
figure was $1.03 while in the same three States the averages ranged from 69 to 
72 cents. 

In determining whether it is in the public interest to compel a sharp increase 
in hospital wages at this time, as some of the proposals before your subcommittee 
would do, we believe that you should be aware of the following facts: 

The steady and substantial increase of hospital costs has become a matter 
of widespread public concern. In short-term nonprofit hospitals, the national 
average cost per patient day increased from $10.07 in 1946 to $30.87 in 1959, in 
increase of $20.80 or 207 percent in the 13 years. A principal factor in causing 
this increase has been the rise in wages: the average hourly rate in 1959 was 
about 21%4 times what it had been 12 years earlier. There is no indication that 
this process is drawing to an end. 

Payroll constitutes roughly 61 percent of the cost of hospital operation. Non- 
profit hospitals are forced to pass increased payroll costs on to those who pay 
the hospital bills; namely, to paying patients, to subscribers to Blue Cross and 
other forms of prepayment, and to Government to the extent that Government 
finances hospital care of the indigent and other groups. We have no means 
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of gaging the willingness or ability of the public to absorb a sudden and sharp 
further increase in hospital rates, but public resistance to increased charges for 
Blue Cross coverage has been widespread and vocal. 

In view of the variety of the pending proposals, we have selected an assumed 
$1.15 minimum wage, applicable to all nongovernmental hospitals, to illustrate 
the effect on overall hospital cost and cost per patient-day. 

Of the 780,000 employees in nongovernmental general hospitals, 45 percent are 
in categories that would be directly affected by an increase in the minimum 
rate to $1.15 an hour. This figure is made up as follows: clerical workers, 6 
percent; practical nurses, 6 percent; untrained women, 29 percent; and un- 
trained men, 4 percent. 

The increases required by the $1.15 minimum wage for these four categories 
of personnel we estimate would result in a total additional cost of at least $216,- 
153,000. If this amount were added to the total expenses for the operation 
of nongovernmental general hospitals, it would result in an immediate increase 
in the cost per patient day of $1.67 or 5.4 percent. These figures do not include 
any allowance for the effect on wages of employees not included in the four 
categories listed above. While we know no way of estimating the increases 
which might be required in order to maintain a reasonable and defensible wage 
structure, they would undoubtedly be considerable, and we believe the aggregate 
cost to the patients cared for in nongovernmental hospitals would be well over 
$300 million. 

By the same method we have estimated the effect, on the one hand, of extend- 
ing the present $1 minimum wage to all nongovernmental hospitals, and on the 
other, of imposing a $1.25 minimum. On a nationwide basis, the $1 minimum 
would apparently increase costs by about 1 percent and a $1.25 minimum by 
12 percent. 

National averages, however, do not begin to tell the whole story. There are 
considerable variations, both from region to region and in many cases from city 
to country, in the present wage levels of the employee groups that would be 
most affected. The effect would, of course, be greatest in areas where wages 
are now the lowest, especially when the effect is expressed as a percentage of 
hospital costs. 

In the East South Central region (Alabama, Mississippi, Tennessee, and Ken- 
tucky), for example, our estimates indicate a probable increase of 5 percent, 
resulting from a mere extension of the present $1 minimum, and of more than 
18 percent from a minimum of $1.25. 

If you wish estimates in any greater detail, or based on assumptions different 
from those outlined above, we will be happy to provide such information as we 
are able to. 

We should appreciate it if you would incorporate this letter in the record of 
your hearings. 

Sincerely yours, 
KENNETH WILLIAMSON, 
Associate Director. 


STATEMENT OF Harry O. MATHEWS ON BEHALF OF THE NATIONAL INDUSTRIAL 
TRAFFIC LEAGUE 


My name is Harry O. Mathews. I am general manager of transportation, 
Armour & Co., and also serve as chairman of the legislative committee of the 
National Industrial Traffic League which maintains its office at 711 14th Street 
NW., Washington, D.C. I submit the following statement in opposition to 
HI.R. 4488 to the extent that it would repeal the present exemption from the 
maximum hours provisions of the Fair Labor Standards Act of 1938 of employees 
subject to the authority of the Interstate Commerce Commission under section 
204 of the Interstate Commerce Act. 

The National Industrial Traffic League is a national organization of those 
directly and individually engaged in the shipment and receipt of commodities 
including also chambers of commerce, boards of trade and similar commercial 
organizations likewise having substantial interest in transportation matters. 
The league represents those who actually ship and receive freight, the payers of 
transportation charges; it has no carrier membership. Membership comes from 
all parts of the United States and from every line of industrial and commercial 
activity. The company by which I am employed is a member. The purpose of 
the league is to promote sound economical transportation. Its highway trans- 
portation committee is concerned particularly with circumstances and conditions 
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affecting motor transport both by regulated carriers and by private industry in 
its own vehicles. 

Section 7 of the Fair Labor Standards Act of 1938 prescribes a 40-hour 
workweek, with requirement for time and one-half pay for all hours in excess 
thereof, subject to certain exceptions. Section 13 of the act at present exempts 
from the provision of section 7 “any employee with respect to whom the Inter- 
state Commerce Commission has power to establish qualifications and maximum 
hours of service” pursuant to the provisions of section 204 of the Interstate 
Commerce Act. The power of the Commission extends to the many employees 
of regulated carriers; it also extends to uncounted thousands of employees of 
private carriers under section 204 of the Interstate Commerce Act. 

Section 9(b) of H.R. 4488 would eliminate the above stated exemption, thus 
extending the maximum hours provision of the Fair Labor Standards Act to 
all motor carrier employees covered thereby. 

Upon recommendation of its highway transportation committee at the 1959 
annual meeting of the league, its legislative committee is instructed to show to 
the Congress the damaging features of this bill as it affects truck employees, 
aud to urge appropriate modification of the bill before enactment. 

There are at present complex wage structures resulting from hard collective 
bargaining by labor and management, and which were made in the light of and 
would be wholly unworkable without the present exemption. Elimination of 
the exemption would revolutionize the wage structure and precipitate industry 
strife, uncertainty and expense. 

Imposition of the overtime requirements of the Fair Labor Standards Act to 
the trucking employees of private industry and of highway carriers will neces- 
sarily create a tendency to economize by cutting hours of service. If hours are 
cut, the movement of freight will be delayed, and the costs will increase, Higher 
costs to the shipper will mean higher prices throughout our economy because 
there are few articles, whether raw materials, finished or semifinished, that 
are not at some time carried by truck. 

One of the inherent advantages of truck transportation, which is absolutely 
necessary to industry, is its flexibility of service (including round-the-clock 
operation of some terminals and peak demands for road service). These con- 
ditions preclude a standardized workweek in trucking. 

The present exemption of trucking employees does not in any way impair the 
purpose of the Fair Labor Standards Act. We understand that an underlying 
purpose of pending bills is to extend the coverage of the wage-hour law to addi- 
tional workers. Without opposing that purpose in general, the league respect- 
fully shows that any extension of the wage-hour law to trucking employees 
would only serve to cause confusion, inconvenience, or hardship to the employees 
themselves, as well as to employers and the public. 


MosiLteE River Saw MIL Co., INe., 
Mount Vernon, Ala., April 26, 1960. 
Hon. Cart ELuiort, 
House of Representatives, 
Washington, D.C. 

Dear Mr. Evxtiotr: About 4 years ago, the Congress increased the minimum 
wage under the Labor Standards Act by one-third (75 cents to $1 per hour), 
and thereafter a total of 4,003 southern sawmills went out or were forced out of 
business with 22,085 employees losing their jobs. The report of the Secretary 
of Labor, dated February 16, 1960, states, “much of the decline * * * can be 
attributed to the $1 wage.” 

Another increase is now under consideration although instead of the above 
1956 increase having been recovered, prices for most kinds of lumber are now 
lower than when the 75-cent wage prevailed and also many other costs have 
advanced largely caused by inflation in some other industries. Using our hard- 
wood prices as an example, the following key items show what has happened: 





| 
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These prices are from the Hardwood Market Report, an independent report 
ing publication in Memphis, Tenn. The above comparisons in prices will apply 
to all kinds of lumber products, hardwood or softwood, and in all regions, North 
or South, East or West. Those sections of the lumber industry which pay wage 
above the wage hour minimum have fared little better in the long run becauge 
an increase in the minimum eventually (as always) caused their wage costs ty 
increase. 

Union labor leaders have said in effect, as ofen before, that everyone shoul 
be liquidated from business unless they can pay the wage scale as they advocate 
Of course, they are very interested parties and not unselfishly so. Their interest 
seems to be in perpetuating the continuous rounds of wage inflation by whid 
they can build up power over their members by obtaining credit for wage adé- 
vances. They seem heedless of the unfortunate impact which inflation has op 
60 many deserving people. I wish to call your attention to the following: 

(1) Effect of a wage hour increase on the homebuilding industry. 

Since lumber is priced under free competition and under the law of supply 
and demand, there would not be an early increase of prices to recover the in 
creased cost of wage and other inflation. The result would be a much larger 
liquidation of lumber and lumber products manufacturers than after the 1956 
wage hour increase. As lumber is the largest component of homebuilding, we 
would soon see a serious shortage of building lumber, which would badly 
cripple building and this shortage eventually would increase prices of building 
lumber very heavily, thus putting a home so much above its already inflated 
cost as to be prohibitive to most prospective builders. 

(2) Effect of a wage hour increase upon the public. 

The higher bracket employees of the employers having some minimum rate 
employees, often make as high rates as comparable jobs in the higher wage 
industries. When the minimum wage is raised in a plant, the higher brackets 
are likewise raised. This puts some of these rates on a higher basis than on 
comparable jobs in other plants, not affected by minimum wages. 

The result is not in doubt. We would soon have started another expanding 
inflation on top of the high level we already have. We know the remainder of 
the story. The fixed income people, the farmers, the savers, the life insurers and 
others would be terribly hurt and with only a very few benefited in the net 
result. 

I wish to earnestly request that you give this important matter your most 
serious consideration. 

Sincerely, 
LEE RosBINnson. 


THE NATIONAL ASSOCIATION OF SHIRT, PAJAMA & 
SPORTSWEAR MANUFACTURERS, 
New York, N.Y., April 20, 1960. 
Mr. W. WILson Youne, 
Counsel, Labor Standards Subcommittee, Committee on Education and Labor, 
House of Representatives, Congress of the United States, Washington, D.C. 


DEAR Sir: Pursuant to letter of April 12, 1960, we appreciate your invitation 
to submit our statement with respect to the proposed wage-hour legislation, to be 
incorporated into the record for the consideration of your committee. 

At a meeting of our board of directors held on April 5, 1960, the following 
resolution was unanimously passed : 

“We are in favor of an increase in the National wage minimum provided that 
it is tied in with appropriate controls and restrictions on imports from low-wage 
countries.” 

On a poll of our membership thereafter for confirmation and ratification, the 
vote was approved— percent: disapproved—10 percent. Characteristic of 
comment by an ahstaining member was “We are not in favor of any increase 
until we have received relief on low-wage imports.” 

On the question of what amount of increase, if any, the membership would 
approve in the event of legislation tied in to low-wage imports controls, the 
voting was as follows: 
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Our industry is being very hard hit by enormous quantities of imports from 
such low-wage countries as Hong Kong and Japan, with additional amounts 
threatening from Taiwan, India, Pakistan, the Philippines, Jamaica, Spain, 
Portugal, lreland, and elsewhere. We do not want to have happen to us what 
has happened to other American industries which have been reduced to near 
extinction because their domestic markets have been taken over by such imports. 

While shirt imports today are 10 percent of our domestic production, it is 
many hundreds percent over what they were only a few years ago, and the rate 
of increase into the future presents a most frightening prospect. In practical 
terms of employment and wages, the 24 million shirts imported in 1959 from 
Hong Kong and Japan represented the disemployment of 6,000 workers with an 
average annual wage of $15 million. The consequent and collateral effects were 
aloss of $4 to $6 million in local, State, and Federal taxes, an increase in unem- 
ployment and welfare costs, and a decrease in the purchase of domestic textiles 
of 50 million yards of goods, with its same consequent losses to textile workers 
and communities. A further result, of course, is the purchase of less cotton 
from the growers. 

The thesis is obvious. The self-defining “low-wage import” succeeds only 
because of the vast wage differential existing between the exporting countries 
and our own, the latter based on Federal law. To legislate a further widening 
of this differential would put domestic producers at such an increased com- 
petitive disadvantage that their only course could become one of two alterna- 
tives—extinction or emigration, the pattern for which has already been set. 

Our members feel that it is economically unfair to permit the competitive im- 
port of apparel which is produced under standards and conditions which are in 
direct violation of the very laws under which they are compelled to produce. 
No argument of international expediency can condone nor rationalize such an 
inequitable imposition, so fraught with potentially dire consequence to our econ- 
omy. No amount of American efficiency and know-how can make this up. 

Accordingly, we urge the committee to consider the proposed legislation in the 
light of the allover situation. A further minimum-wage increase, no matter how 
small, without regard to the imports economics involved, could well prove the 
decisive factor which would determine the future course of American manu- 
facture. We again respectfully urge the committee to heed the resolution of 
our board: 

“We are in favor of an increase in the national wage minimum provided that 
it is tied in with appropriate controls and restrictions on imports from low-wage 
countries.” 

Respectfully submitted. 

M. J. Lovey, Director-Counsel. 


NATIONAL SOCIETY OF PROFESSIONAL ENGINEERS, 
Washington, D.C., April 11, 1960. 
Hon. Puit M. LANDRUM, 
Chairman, Labor Standards Subcommittee, 
Committee on Education and Labor, 
U.S. House of Representatives, 
House Office Building, Washington, D.C. 

DEAR Mr. LANDRUM: The purpose of this letter is to submit for the considera- 
tion of the subcommittee a suggested amendment to H.R. 4488 in order to accord 
to registered professional engineers the same status presently granted licensed 
doctors and lawyers who are excepted from the minimum salary requirement 
for “professional employee,” pursuant to regulations issued by the Wage and 
Hour Administrator under section 13(a)(1) of the Fair Labor Standards Act. 

The National Society of Professional Engineers is a nonprofit membership 
organization composed of approximately 52,000 professional engineers engaged 
in virtually all fields of endeavor and all branches of engineering. Each of the 
society’s members is registered under applicable State engineering registration 
laws which certify that the licensed individual has satisfactorily complied with 
established standards of qualification and is entitled to engage in the practice 
of professional engineering. The society’s membership is affiliated through 51 
State and territorial societies and approximately 450 local community chapters. 

Under regulations issued by the Administrator for employees in a “bona fide 
professional capacity” there are certain requirements which must be met before 
an employee can be considered to be in the professional category. One of these 
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requirements is the so-called salary test which presently requires that pro. 
fessional employees must earn at least $95 per week. 

This test, however, is made inapplicable by specific administrative regulation 
to “an employee who is the holder of a valid license or certificate permitting the 
practice of law or medicine or any of their branches and who is actually engaged 
in the practice thereof.” 

In 1949 and again in 1955, the national society testified before the Administra. 
tor and urged that licensed or registered professional engineers be included along 
with licensed doctors and lawyers in this section of the regulations, but such 
recommendation was rejected in the report and recommendations of Mareh 
3, 1958. Following the 1958 report, the national society submitted extensive 
comments to Clarence T. Lundquist, then Acting Administrator, in which we took 
exception to several statements contained therein. 

It is our considered opinion that the existing special exclusion from the salary 
test is no more justified for licensed doctors and lawyers than it is for those who 
hold a valid license or certificate permitting the practice of professional engineer- 
ing and who are actually engaged in the practice thereof. That engineering as 
a profession has been recognized by the U.S. Supreme Court, the Congress, and 
the legislatures of each of the 50 States. Beginning in 1907, all of the States 
now have enacted engineering registration laws which have established high 
standards and procedures for those qualified to obtain a certificate or license 
to engage in the practice of professional engineering. 

Since every State legislature and since the Congress of the United States has 
declared the professional status of licensed engineers, we respectfully suggest 
that there is no justification or warrant for the Administrator to ignore that 
fact in providing the special exception from the salary test for licensed and 
certified professionals. 

Engineering licensure, like that for doctors and lawyers, is designed for the 
protection of the public health, safety and welfare, and assures that those 
individuals granted certificates have met at least the prescribed standards of 
education, experience, competence and character. For this reason, we were 
frankly surprised at the statement in the report and recommendations of 1958 
that one of the reasons for exempting doctors and lawyers from the salary 
requirement is that they are recognized as “quasi-public officials * * *.” It is 
true that lawyers are considered officers of the court in their capacity as private 
practitioners, but we are not familiar with any difference in this respect be 
tween a lawyer employed by a corporation and a professional engineer employed 
by the same corporation. We are even more puzzled by the reference to doctors 
as “quasi-public officials.” If so (and we have no objection to that reference if 
it serves a useful purpose), then a consulting engineer who serves his clients is 
also a “quasi-public official” by virtue of his being licensed by the State to offer 
and perform his professional services, and by virtue of his obligations and 
responsibility to protect public health, safety and welfare. 

The 1958 report further declared that “this exception (for doctors and law- 
yers) was based on the traditional standing of these professions * * *.” While 
it is true that tradition is an important aspect of a profession, it is not all- 
controlling. The report has refused to acknowledge the declaration by the 
U.S. Supreme Court in 1896 that: 


“* * * formerly theology, law and medicine were specifically known as the pro- 
fessions; but as the application of science and learning are extended to other 
departments or affairs, other vocations also receive the name.” (U.S. v. Laws, 
163 U.S. 258). 


Surely, the Wage and Hour Administrator should not be influenced by a “tradi- 
tion” today which the Supreme Court found obsolete in 1896. 

We would like to call to the attention of the subcommittee the amazingly 
rapid growth of engineering registration under State laws. The following table 
showing the growth in numbers of registered engineers over the past 30 years 
contains figures compiled by the National Council of State Boards of Engineer- 
ing Examiners: 
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There can be little question, as seen from these statistics, that engineering regis 
tration is a well-accepted standard of professional status. 
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In view of the action of all the State legislatures, the U.S. Congress and the 
U.S. Supreme Court, and particularly in view of the rapid development of the 
engineering profession which is now in the forefront of professional activities 
directly related to our national economy and national defense, we feel justified in 
asking the Congress to curb the Administrator’s discriminatory actions toward 
professional engineering, and to extend to that worthy endeavor the same pro- 
fessional status and recognition accorded law and medicine. 

We, therefore, recommended that the following action be taken to achieve the 
desired change in the Fair Labor Standards Act: 

Amend section 9(a) of H.R. 4488 by inserting immediately ahead of the 

parenthesis appearing in line numbered 1 on page 10 of the bill the following 
language: 
“: Provided, That no such employee who is a doctor, lawyer or professional en- 
gineer, licensed to practice his profession as such, and who is employed in the 
practice of his profession, shall be denied the benefit of this exemption because 
of the amount of compensation paid to such employee for his services.” 

We appreciate your consideration of our views as expressed herein. The 
National Society of Professional Engineers stands ready to cooperate further 
with the subcommittee to the maximum of our ability. Should you desire, we 
would welcome the opportunity of further discussing this matter with you or 
your staff at your convenience. 

Very truly yours, 
PaAvut H. Rossrns, P.E., 
Executive Director. 


AMERICAN NURSES’ ASSOCIATION, INC., 
New York, N.Y., March 24, 1960. 
Hon. Pui M. LANDRUM, 
Chairman, Subcommittee on Labor Standards, House Committee on Education 
and Labor, Washington, D.C. 


Dear Mr. LANDRUM: Once more the American Nurses’ Association wishes to 
call to the attention of you and your committee the fact that the nongovern- 
mental hospitals of this country are exempt from most legislation which would 
protect the interests of their employees, including exemption from the provi- 
sions of the Fair Labor Standards Act, amendments to which you are consider- 
ing at this time. 

In the absence of adequate legal protection of the basic rights «nd interests of 
hospital employees, considerable unrest is developing in employer-employee rela- 
tionships in this field. This unrest, and the prevailing low salaries in hospitals, 
adversely affects patient care. 

Out of its deep concern for the quality of patient care in hospitals, and in the 
interests of just treatment of the employees of these important institutions, the 
American Nurses’ Association urges the Committee on Education and Labor of 
the U.S. House of Representatives to bring nongovernmental hospitals within 
the provisions of the Fair Labor Standards Act. 

Sincerely yours, 
(Mrs.) Jupiru G. WHITAKER, R.N,, 
Executive Secretary. 


BROOKSHIRE’S Foop SToREs, 
Tyler, Tex., March 18, 1960. 
Re H.R. 4488, H.R. 7490. 
TIon, Pott M. LANDRUM, 
U.S. House of Representatives, 
House Office Building, Washington, D.C. 

DEAR Sir: This letter relates to a matter being considered by your subcom- 
mittee of the House Education and Labor Committee. 

The pending legislation represented in H.R. 4488 and H.R. 7490 involves a 
question that gives me serious concern. I speak as the head of an organization 
that employs some 300 individuals in retail grocery stores. 

If these employees are made subject to the wage and hour law by this legis- 
tion, we estimate that there will be a minimum increase in labor cost by this 
action alone of 20 percent. This increase has no relation to what would happen 
if the minimum wage is increased. ‘The hours our people work are not onerous 
to them and for the most part they receive 2 full days off per week. The im- 
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position of the limitations inherent in the wage and hour law would require 
such staggering of hours that it would be virtually impossible to arrange work 
schedules without this most substantial increase in labor cost. In addition, a 
serious loss in operating efficiency would result. 

We understand that these proposals provide for increase in the minimum wage 
of up to $1.25 per hour. Whatever increase in the minimum would be made, 
we would have an additional exactly proportionate increase in overall labor 
cost. For example, if the minimum was raised to $1.25, this would represent an 
additional 25 percent increase in our overall labor cost as we would find it neces- 
sary to have proportionate raises eventually at all levels of compensation. 

Our business is spread over 10 small communities. We definitely are small busi- 
ness and the effect upon us would be typical of what would happen to other busi- 
ness in the country. Until prices adjusted themselves to the change, we would 
find ourselves going deep into the red in the adjustment period, as would others in 
our position. 

When prices finally adjusted to the increased costs, the effect upon the Ameri- 
can consumer of increased costs of their food bill would be startling. When 
the business we are in is profitable, it is so to the extent of about 1 percent of 
the sales after taxes. Thus, there is no place for the increased cost of labor to 
come from except an increase in sales price. It cannot be absorbed out of any 
profit such as this. The result would be no less than another big step in the 
inflationary process. 

It is impossible for me to see how this country can survive in a free enterprise 
system by continued increase in labor costs which must always be followed by 
increased sales prices to offset the additional wages. Nobody gains because soon 
the additional wages to the individual are offset by his having to pay a higher 
price for goods. Many are badly hurt by the inflated prices; these include the 
ever-increasing number of people who are dependent upon fixed retirement in- 
comes which already are frequently inadequate for their needs. 

I urge that you and your committee oppose both the extension of wage and 
hour coverage to retail employees and any increase in the minimum hourly 
wage. 

Sincerely yours, 
W. T. BrooksuIrE, General Manager. 


TESTIMONY BY THE NATIONAL COUNCIL OF JEWISH WOMEN 


The National Council of Jewish Women wishes to go on record in favor of 
passage of H.R. 4488 to increase the minimum wage to $1.25 an hour and to 
bring seven and a half million people under the protection of the Fair Labor 
Standards Act. 

We believe that the current minimum of $1 an hour has become obsolete 
because of rises in the cost of living, wage increases received by workers in 
many industries and increases in the Nation’s productivity. Further, we believe 
that the present $1 minimum falls far short of the objective of the minimum 
wage law which is to provide a “standard of living necessary for the health, 
efficiency, and general well-being of workers.” Moreover, the low income pro- 
vided by the current minimum wage breeds social ills, which finally are paid for 
by the public. A wage which does not allow for a minimum living standard for 
a single woman without dependents, certainly cannot support a family. Decent 
family life is almost impossible on such a minimum or if several family mem- 
bers work in order to supply a subsistence level of living. 

Some opponents of the increase in the minimum wage have asserted that the 
addition of 25 cents an hour to the minimum would be inflationary. While it 
is true that the increase would provide greater buying power for low-income 
families, by no stretch of the imagination can one visualize an inflationary 
danger *rising from this. Some boost to the economy hopefully might result, 
but $1.25 an hour does not permit a wage earner to spend his money capri- 
ciously ; nor is he in a position to compete with more highly naid woge earners 
for scarce goods. A family or an individual with earnings of $1.25 an hour will 
still be living on a very low subsistence level, barely able to meet existing price 
inflation. 

We are in favor of the extension coverage provided by H.R. 4488 to the more 
than seven and a half million workers who until now have been denied the legal 
protection of the Fair Labor Standards Act. This denial has meant that many 
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of them have been paid extremely low wages and are required to work exces- 
sive hours without overtime pay. Their wage and hour standards have been 
far behind those existing in the rest of the economy. About 3 million still are 
paid less than $1.25 an hour. For the most part, the workers who would be 
covered by the Fair Labor Standards Act under H.R. 4488 are employees of 
large firms in industries that have escaped coverage thus far. Sixty percent 
of the workers to be covered are in retail trade, and about 25 percent are in 
hotels, laundries, wholesale trade and construction. The large retail and serv- 
ice enterprises to be covered by the bill are those which do $500,000 or more 
annual business or $50,000 business with industrial customers. H.R. 4488 would 
cause no hardship to the small, struggling buinessman, since smaller retail and 
service firms are specifically excluded. 

The National Council of Jewish Women firmly believes that everyone who 
lives and works in the United States is entitled to a living wage for a day’s 
work. We further believe that a living wage is one of the elements in per- 
mitting the development of a decent family life, and that it is the foundation of 
a healthy and stable economy. The increase in the minimum wage and the ex- 
tension of coverage as provided by H.R. 4488 is a step in this direction. 


THE CLEVELAND CHAMBER OF COMMERCE, 
Cleveland Ohio, March 22, 1960. 
Hon. Putin M. LANDRUM, 
House Office Building, 
Washington, D. C. 


DeAR Mr. LANDRUM: The board of directors of the Cleveland Chamber of Com- 
merce has by resolution expressed its opposition to the two minimum wage pro- 
posals before Congress, S. 1046 and H.R. 4488. 

Many industries maintain a wage scale considerably above the minimum. 
For them the minimum wage issue is large academic. There is no doubt that 
such legislation, when initially passed, did cope with some quite abusive situ- 
ations, but our organization is of the opinion that every effort should be made 
at this time to hold the line on production costs and prices. 

Because wages constitute the major cost of doing business, serious consider- 
ation must be given to the effect of raising the base. An increase in the mini- 
mum wage would be followed by an increase in all wages resulting in a con- 
tinuance of the debilitating inflation which has plagued our economy. 

In 1946, our chamber favored a moderate increase—somewhat below that 
proposed in the amendment to the Fair Labor Standards Act of that year—in 
order to parallel corresponding inceases in living costs. At the present time, 
however, the increases sought appear to exceed the rise in living costs over the 
intervening period of time. 

We urge that you vote in opposition to the measure in your respective com- 
mittees of the Senate and House of Representatives. 

Yours very truly, 
Curtis LEE SMITH. 


AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, 
New York, N.Y,, March 18, 1960. 
Hon GRAHAM A. BARDEN, 
Chairman, Committee on Education and Labor, 
House of Representatives, Washington, D.C. 


Dear Mr. CHAIRMAN: Because a subcommittee of the House Labor Committee 
is holding hearings on amendments to the wage and hour law, the American 
Newspaper Publishers Association wishes to express its views regarding one 
amendment which may be considered by the committee. 

The American Newspaper Publishers Association is a trade association com- 
prising 847 daily newspapers with more than 90 percent of total U.S. daily news- 
paper circulation. It is interested in everything that affects newspaperboys. 
A proposal to eliminate the exemption from the wage-hour law, which now 
exists, for newspaperboys is before the subcommittee. 

One such proposal is in bill 4488 by Representative Roosevelt (California ) 
in the following language: 

“The provisions of 6, 7, and 12 shall not apply to any employee engaged in the 
delivery of newspapers to consumers at their residences: Provided, That section 
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12 shall not apply to any employee otherwise engaged in the delivery of news- 
papers to consumers when such employee is employed outside of school hours 
for the school district where such employee is living while he is so employed, 
and such employee is 16 years of age and over, [Emphasis supplied.] 

This would mean that newspaperboys under 16 years of age delivering news- 
papers to offices or selling newspapers other than to consumers at their resi- 
dences would be covered by the wage-hour law so far as minimum wage and 
maximum hours are concerned and that the child labor provisions would apply 
to all newspaperboys under 16 years of age. 

The wage-hour law exempts from wage and hour and child labor provisions 
at the present time “any employee engaged in the delivery of newspapers to 
the consumer.” 

The proposal in bill H.R. 4488 is not new. It is similar to language in many 
bills in previous Congresses and bill S. 1046 by Senator Kennedy (Massa- 
chusetts) as introduced in the present Congress. The Senate Labor Subcom- 
mittee to which the bill 8. 1046 was referred eliminated the proposal to place 
newspaperboys under the wage-hour law. 

It is not the viewpoint of newspaper executives alone but of many engaged 
in welfare and other work in the interest of youth that newspaperboy work is 
healthful, and that, more important, it is a tremendous factor in eliminating 
much of the juvenile delinquency so prevalent in the United States today among 
young people who have too much idle time. The saying “Busy boys are better 
boys” is not merely a slogan but has been proven a fact over the years. It is 
seldom indeed that newspaperboys are involved in juvenile delinquency. 

The ANPA can see no reason why the problem of juvenile delinquency which 
is receiving so much attention today on the part of so many public officials 
should be increased by taking away from young people their right to earn 
small sums of money in a healthful, instructive occupation. 

The newspaperboy spends not more than 2 or 3 hours each day in conducting 
his business. He does not absent himself from school, and in most cases the 
schools, the parents, and the newspapers work together closely in the interest 
of the welfare of the boy. 

The newspaperboy is an independent contractor whose earnings are the 
difference between the wholesale price at which he buys and the retail price at 
which he sells. He is paid no wage by the newspaper. In practically every 
instance, this is the first type of business into which a young boy enters. It 
provides them with experience and knowledge which is put to excellent use 
when these boys reach maturity. 

I know you are familiar with the tributes which many successful business- 
men have paid to their newspaperboy training. Many of them have stated a 
large part of their success in business is due to what they learned as a news- 
paperboy. 

ANPA has never been able to find any justification for this effort at Federal 
restriction of the activities of the newspaperboy. The work is not onerous; it 
gives boys a chance to earn money for higher education or for other things 
which would not otherwise be within their reach. It keeps boys out of bad 
company. Because they are busy boys they have no time for juvenile delin- 
quency. The parents and the schools approve this work. Many parents are 
loud in their praise of what this work has done by way of molding the char- 
acter of their children. 

I hope your committee will determine that there is no need to touch the 
existing exemption for newspaperboys now in sections 6, 7, and 12 of the Fair 
Labor Standards Act and before any bill is reported by your committee care will 
be taken to see that any provision to eliminate these exemptions is removed. 

It would be appreciated if you will make this statement a part of the record 
of hearings. If we can supply further information please let me know. 

With high esteem. 

Sincerely yours, 
CRANSTON WILLIAMS, General Manager. 


STATEMENT OF WILLIAM J. FArRsSON, EXECUTIVE VICE PRESIDENT, AMERICAN 
NEWSPAPER Guitp (AFL-CIO) 


The interest of the American Newspaper Guild in liberalizing the Federal 
wage-hour law goes well beyond the direct effect such action would have on our 
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union, which represents news and commercial employees of newspapers, news 
magazines and news agencies throughout the United States and Canada. 

We are, for example, just as concerned in seeing coverage of the law extended 
to the 8 million workers not now protected as is the AFL-CIO, with which we 
are affiliated. 

Even in our union, in a relatively high wage industry, the direct effect of an 
increase in the Federal minimum wage to $1.25 an hour would be substantial 
in Certain lower job classifications. Specifically, such an increase would affect 
existing wage rates in more than 40 percent of our newspaper contracts and in- 
volve members of half of our 100 local unions. 

Actually, of course, a minimum wage of less than $1.25 an hour is obsolete 
for any newspaper employee in this year of 1960. Through collective bargain- 
ing, the guild has established far higher rates for even the least skilled jobs 
in our jurisdiction. 

It is not unusual to find in our contracts weekly minimum rates of $55 to $60 
for copy boys; while newspaper reporters, advertising salesmen and other key 
employees have contractual minimums as high as $160 in some cities, and up- 
ward of $100 in any standard guild contract. 

Improved wages and hours on large, unorganized dailies reflect those standards 
we have negotiated in our contracts. 

It is, of course, the 17,000 newspaper workers—mostly on small weekly and 
semiweekly newspapers—who are presently excluded from the coverage of the 
Fair Labor Standards Act who especially need the protection of an adequate 
ninimum wage and a 40-hour basis workweek. 

For on these publications union contracts are virtually nonexistent, and union- 
type working conditions instituted voluntarily by the publishers are even more 
rare. 

Exempt from the current law are employees of weekly, semiweekly and daily 
hewspapers with a circulation of fewer than 4,000 copies in the county of pub- 
lication or contiguous counties. 

That it would be “impossible” to operate on a 40-hour week has been the claim 
of small publishers’ spokesmen. A familiar argument, indeed, to those of us in 
the guild. 

We heard it first right after our union was founded in 1933. 

Publishers insisted that even the largest newspaper simply could not be op- 
erated on a 40-hour week, pay overtime, and continue to exist. Nevertheless, 
today we find many daily newspapers, efficiently and profitably operated, not 
on a 40-hour basis, but on a 35. This applies to the printing trades as well as to 
our own membership. 

Presently, too, certain newspaper delivery employees are exempt from the 
wage-hour law. 

Now, perhaps, it may be all right to exclude the boy who delivers the after- 
noon paper in the vicinity of your front porch from the child labor provisions. 
The language of the present law, however, might well be construed as going 
beyond this—so broad is it. 

We are absolutely unable, for instance, to find any logical reason for permit- 
ting boys under 16 to dump bundles from trucks in front of newsstands and news- 
dealers, or to work in the ordinary processes of mass newspaper delivery. 
That’s just as unsuitable for children as doffing spindles in a cotton mill, and 
ought to be just as illegal. 

And let’s not forget that we are talking $1.25-an-hour wages and a 40-hour 
week in an industry in which wages as high as $5 an hour for a 35-hour week 
are not uncommon, 

Under such circumstances, continuation of the present low minimum and 
broad exemptions just doesn’t make sense. 


AMERICAN BAKERS ASSOCIATION, 
Washington, D.C., April 13, 1960. 

Hon. Pum M. LANDRUM, 
Chairman, Labor Standards Subcommittee, 
U.S. House of Representatives, Washington, D.C. 

Dear CONGRESSMAN LANDRUM: The American Bakers Association would ap- 
preciate the consideration by your subcommittee of its views on the legislative 
proposals to amend the Fair Labor Standards Act of 1938. 
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The baking industry is the second largest food processing industry in the 
country. Its products are bread, cake, pies, cookies, and biscuits, among others, 
It is essentially local in operation, and most of its products which are perish- 
able are distributed immediately after production in the local marketing area 
for resale to consumers. 

As an industry, it provides steady, stable employment at excellent wages to 
some 320,000 employees. The nature of the industry is such that employment 
continues, regardless of business fluctuations, so that employees can feel secure 
in their jobs. Continuous employment at good wages is but one of the attributes 
of the industry, which makes it an asset to the community. Additionally, in 
the last several years it has been a leader in the fringe benefits granted to em- 
ployees. A recent study indicates that fringe benefits in the baking industry are 
the equivalent of approximately 27 percent of the industry payroll costs. 

Thus, our views as to the effect of proposed changes in the Fair Labor Stand- 
ards Act are predicated not on any desire to retain substandard working condi- 
tions or wages in our industry—because such do not exist—but rather on the 
firm belief of our membership that there has been no demonstrated need for the 
establishment of further Federal controls over wages and hours through the 
Fair Labor Standards Act. Specifically, we direct our comments to those pro- 
posals which would: 

(1) Extend the coverage of the act to any activity “affecting commerce”; 

(2) Eliminate the exemption from the provisions of section 7 provided in 
section 13(b) (1) of the Fair Labor Standards Act of employees with respect 
to whom the Interstate Commerce Commission has power to establish quali- 
fications and maximum hours of service pursuant to the provisions of section 
204 of the Motor Carrier Act of 1935; 

(3) Eliminate the exemption from sections 6 and 7 provided in section 
13(a)(1) with respect to employees employed in the capacity of outside 
salesmen ; 

(4) Curtail the exemption for retail bakeries under section 13(a) (4). 

With respect to the first provision referred to, should the coverage of the Fair 
Labor Standards Act be extended to any activity “affecting commerce,” the pres- 
ent well-defined area of coverage would vanish and our bakery operators who 
are not in interstate commerce would find themselves within the orbit of further 
Federal control, yet with uncertainty as to their status. Those affected would, 
of course, be principally the one-plant operator, the small businessman operating 
entirely within one State. 

A substantial body of judicial decisions and administrative interpretations 
presently guide industry as to the extent of coverage under the act. The pro 
posed amendment to extend the coverage would demolish these guides as effec- 
tive determinants of an employee’s status where he is now known to be outside 
the coverage of the act. 

In 1957 Secretary of Labor Mitchell in testimony before the Senate Labor 
Committee stated, “‘Under the Fair Labor Standards Act, the line of coverage 
must be drawn as precisely and definitely as it can be so that employers and 
employees may understand its application from the facts that they know. Wages 
have to be paid each pay period and if the law applies, it must be complied with 
at that time.” This statement, we think, forcefully summarizes the serious 
problem which would confront local bakers who are not engaged in commerce, 
but whose activities could possibly be construed to “affect” commerce. Court 
decisions leave little doubt as to the broad reaches of the term “affect commerce.” 

In the baking industry, the objection to the extension of this coverage is not 
predicated on any objection to the minimum wage provisions of this act. The 
average wage paid in the baking industry is well in excess of $2 per hour and 
ranges above $3 an hour for hourly paid employees. Our objections go basically 
to the philosophy underlying this proposed extension of Federal control over 
local businesses, and the practical difficulties involved in attempting to deter: 
mine whether coverage exists. We believe it is not necessary for the Congress 
at this time to move further into an area which is more properly the province 
of the States. The declared objectives of the act can be met, and are being met, 
without expansion of the proposed coverage. 

With reference to the proposed elimination of the exemption provided in set 
tion 13(b) (1) for employees subject to the provisions of the Motor Carrier Act, 
it should be recalled by your committee that this provision was originally in- 
serted to avoid any conflict with the highway safety program adopted by the 
Interstate Commerce Commission in carrying out its duties under that act 
Today, more than ever before, highway safety is of paramount importance. The 
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Interstate Commerce Commission in the last few years has been stepping up 
enforcement of its program and has established stringent requirements which 
must be observed by individuals whose activities affect the safety of operation 
of motor vehicles. They require, among other things, for all who drive in inter- 
state commerce, a most detailed physical examination every 36 months. A daily 
jog is required to be kept by such drivers. Their hours of work are closely 
controlled with a view to insuring adequate safety on the highways. 

In our opinion, this exemption from the overtime provisions of the act for 
those Who come under the jurisdiction of the Interstate Commerce Commission 
should not be tampered with. The safety of all highway users should take 
precedence over efforts to extend the domain of the Wage and Hour Division. 

In the absence of any compelling reason to eliminate it, the interests of the 
public, as well as those who are now exempt under section 13(b)(1) will best 
le served by continuing this exemption. 

Concerning the continuation of the exemption for driver salesmen from the 
ninimum wage and overtime pay exemptions, it should be recognized that by 
the very nature of the work of driver salesmen, it is impossible as a practical 
matter to regulate the hours they work. To bring them under the coverage of 
section 6 and eliminate the exemption contained in section 13(a) (1) would put 
an excessive burden not only on the employers, but on the driver salesmen who 
now are able to earn from three to six times the minimum hourly wage by virtue 
of having no limitation on their hours of work, 

There are approximately 90,000 trucks operated by the baking industry. Most 
of the drivers of these trucks belong to unions and their wages are set by con- 
tract through the processes of collective bargaining. Because of the irregularity 
of their hours, as well as the fact that they sell on commission, the contractual 
arrangements are determined accordingly. The nature of a salesman’s work 
takes him away from the plant and from direct supervision and control; there- 
fore, to try to relate his hours of work to a maximum limitation is not feasible. 
We believe that the elimination of the exemption would prove most detrimental 
tothe driver salesman themselves. Therefore, we urge the committee to retain 
the exemption as it now exists in section 18(a) (1). 

Finally, we recommend that no change be made in the exemption provided for 
employees of retail bakeries. The reasons for retaining this exemption have 
been covered at great length by witnesses before your committee. To eliminate 
the exemption for this group would only increase costs unnecessarily by sub- 
jecting retail bakery operators who are small businessmen to unwarranted 
expense and seriously interfere with their ability to compete effectively with 
larger operators. Because of their small size they are not geared to undertake 
the additional costs which this coverage under the act would entail. The exemp- 
tion should be continued without change. 

We urge your serious consideration of our objections to the foregoing proposed 
amendments to the Fair Labor Standards Act and respectfully request that this 
letter be made a part of the record of the hearings. 

Sincerely, 
JOSEPH M. Creed, Counsel. 


ASSOCIATED COOPERAGE INDUSTRIES OF AMERICA, INC., 
St. Louis, Mo., February 25, 1960. 
Re increase of minimum wage to $1.25 per hour from $1 per hour. 
Hon. GRAHAM A, BARDEN, 
Chairman, House Education and Labor Committee, The House of Representa- 
tives, Washington, D.C. 

Deak Six: Since minimum wage bills are being considered by your committee, 
we are writing to remind you that on June 3, 1959, we wrote you that the Asso- 
tiated Cooperage Industries of America, Inc., had passed a resolution opposing 
any increase in the minimum wage. 

We note that your committee is now actively considering bills to increase the 
hinimum wage as well as to increase coverage under the present minimum wage 
ind we, therefore, wish to remind you of our opposition to any changes in the 
present minimum wage legislation. 

Our association has taken this stand because it was felt that such an increase 
would have severe adverse economic effects in the conduct of the respective 
businesses of our members. It was also felt that such an increase in the minimum 
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wage would be dangerously inflationary and that same would be the cause of 
more unemployment. 

Now that you are considering these bills, we trust you will take the resolution 
passed by the members of this association into consideration when you take 
action on any such legislation. 

Your attention to the above will be greatly appreciated. 

Yours sincerely, 
A. H. KNasp, Executive Director, 


NATIONAL COUNCIL OF THE CHURCHES OF CHRIST IN THE U.S.A., 
New York, N.Y., March 30, 1960. 
Hon. Puri M. LANpDRUM, 
Chairman, Labor Standards Subcommittee, 
House of Representatives, Washington, D.C. 


DeaR Mr. LANDRUM: I am writing to express to your committee and through 
it to the Congress the concern and interest of the National Council of the 
Churches of Christ in the U.S.A. in the principle of the extension of minimum 
wage coverage to additional groups of workers across the country. I under. 
stand that hearings on legislation to this end are now in progress before the 
House Labor Standards Subcommittee of which you are chairman. We would 
request that this statement be incorporated into the record of these hearings. 

The National Council of Churches is an organization formed for cooperative 
activity by 33 Protestant and Eastern Orthodox communions. These constituent 
church bodies have a total membership of more than 39 million persons. We, 
of course, do not presume to speak for these 39 million members. However, the 
views I am presenting were adopted after careful consideration by official rep 
resentatives of the council’s constituent communions, My association with the 
National Council of Churches is through its department of the church and eco 
nomic life which I serve as executive director. 

The National Council of Churches has in many ways and on numerous ocea- 
sions given concrete expression to the traditional concern of the churches for 
the physical, as well as the spiritual, well-being of all people. One of its earliest 
actions in the area of economic life was a reaffirmation of the longstanding prin- 
ciple, enunciated and supported by its predecessor church organizations over 
the years, that “Christians should work for a situation wherein all have access 
at least to a minimum standard of living. Such a minimum should be sufficient 
(among other things) to permit care of the health of all and for the suitable 
protection of the weaker members of society * * * and of the able-bodied 
against hazards beyond their control * * *. Sconomic institutions should be 
judged also by their impact upon the family—which involves standards of liv- 
ing * * * (and) stability of employment.” 

Approaching this subject again in a statement on “The Churches’ Concern for 
Public Assistance” representatives of the council, meeting in its general board 
on June 4, 1958, agreed that “basic economic security must be strengthened s0 
that the need for public assistance may be minimized.” 

When the need and opportunity to give concrete expression to these wider 
principles was presented through proposals for the extension of minimum wage 
coverage in February 1959, these outstanding church leaders agreed, practically 
unanimously, “that the principle of minimum wage legislation, Federal and 
State, should be supported as a practical and proven means of assuring at least 
the minimum standard of living necessary for the mintenance of health and 
decency for family living today, and should be extended to all workers.” 

At the same time the board authorized its representatives to testify in support 
of the principle of minimum wage laws and amendments calling for their ex 
tension to include groups not now covered. 

These statements attest to the recognition on the part of church people that 
those who profess a Christian concern for neighbor or brother cannot be content 
with a provision of public law which results in living standards deemed neces 
sary for decent family living today being accorded to some workers across the 
country and denied to others. They believe the time is long past when this 
elemental protection should be determined by such an unrelated and arbitrary 
matter as the definition of interstate commerce. If, under our constitutional 
system, this appears to be the only way to obtain minimum wage benefits on 4 
nationwide basis, the least that can be hoped for is the widest, rather than the 
narrowest, interpretation of this authority. 
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In the interest of elemental justice, therefore, we are concerned to see enact- 
ment of as universal coverage of minimum wage benefits as is possible through 
the medium of national action. 

In this connection, we note with deep interest and concern, however, that pro- 
posals for the coverage of wage workers in agriculture are still not included 
in the general amendments to the Fair Labor Standards Act under consideration 
at this hearing. It is our understanding that proposals to this end are also 
before this Committee in a separate bill. With all possible emphasis may I ex- 
press Our hope that every effort will also be made to secure the enactment of 
this companion measure. 

After a process of study and discussion, conducted by the department of the 
church and economic life over a period of 3 years, the National Council of 
Churches adopted in 1958 a seven-point statement on “Ethical Goals for Agri- 
cultural Policy,” the first goal of which is entitled “The Opportunity for the 
Full and Wholesome Development of Persons.” The statement under this head- 
ing says in part: 

“Poverty is ofen crippling to human personality * * *. <A violation of the 
Christian concept of justice exists in the fact that wage workers in agriculture 
are denied most of the legal and economic protections long accorded to wage 
workers in industry. We believe that, with adaptations required for their 
practical application to the business of farming (as in the enactments on social 
security), the principles of workmen's and unemployment compensation, mini- 
mum wage laws, and the right to organize and bargain collectively under the 
National Labor Relations Act should be extended to wage workers in agri- 
culture.” 

As regards the migrant workers in agriculture, the council’s general board, 
back in September 1951, affirmed its conviction that: “The churches should 
support measures intended to provide the extension of minimum wage legisla- 
tion, social security benefits and labor legislation to include migratory laborers.” 

While these last two statements apply specifically to workers in the fields, 
they give expression to the deep moral and ethical responsibility felt by church 
people for the persistent poverty which continues to be the lot of many in our 
Nation even as we move toward ever higher reaches of economic growth and of 
relative prosperity for an increasing proportion of the population. Placement 
of a floor under the wage rate, even though only in “minimum” terms, is felt by 
those whom I represent to be one practical means toward the correction of the 
most basic of these inequities. For this reason we welcome this opportunity to 
express our wholehearted support for the principle of the extension of minimum 
wage benefits as embodied in the legislation under consideration at this hearing. 

You will observe that this endorsement relates (1) to the principle of mini- 
mum wage laws as a practical way of placing a limit below which no one should 
be required to work for his or her living, and (2) to the justice of the widest 
possible extension of this principle to workers throughout the Nation. It does 
not deal with the technical details of such legislation, particularly as it relates 
to the desirable rate of the minimum wage. This we recognize will necessarily 
he subject to change from time to time and evaluation of the many variables 
involved in its determination is not within our responsibility or competence. 
In keeping with the reasons for advocacy of the minimum wage as a device for 
assuring income necessary for at least a minimum standard of health and 
decency, we believe that the rate should be such, as in the opinion of the Con- 
gress, will meet this basie requirement. 

Respectfully yours, 
CAMERON P. HALL. 


WHITE PINE CHAMBER OF COMMERCE AND MINES, 
March 29, 1960. 
MemeBers, House EpucATION AND LABOR COM MITTER, 
Washington, D.C. 

DEAR Sir: The White Pine Chamber of Commerce and Mines board of direc- 
tors adopted the attached resolution at their regular meeting, Monday, March 
25, 1960. 

Your consideration in the matter of S. 1046 and H.R. 4488 regarding the at- 
tached resolution would be appreciated. 

Sincerely, 
Betty C. WHITEHURST, 
Executive Secretary 
(For the Board of Directors). 
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RESOLUTION 


Whereas the enactment of Federal minimum wage legislation, as proposed in 
S. 1046 and H.R. 4488 would impose execessive burden upon almost every small 
business in the United States; and 

Whereas this legislation would exert tremendous upward pressures on the 
costs of goods and services provided by business and service establishments in 
this country, thereby contributing to inflation; and 

Whereas the enactment of this legislation will impose additional Government 
control on business where it is neither needed nor warranted, and will provide 
additional impetus toward socialistic government ; now, therefore, be it 

Resolwed, That the White Pine Chamber of Commerce and Mines does hereby 
oppose, completely, the enactment of S. 1046 and H.R. 4488 or any similar 
legislation, be it further 

Resolved, That the executive secretary of the White Pine Chamber of Com- 
merce and Mines, is hereby directed to send copies of this resolution to the 
State of Nevada congressional delegation now in session at the Nation’s Capitol, 
Washington, D.C. 

Dated this 28th day of March 1960. 


WHITE PINE CHAMBER OF COMMERCE, AND MINES, 
By Berry C. Wurrenurst, Frecutive Secretary 
(For the Board of Directors). 


AMERICAN PUBLIC WELFARE ASSOCIATION, 
Chicago, Ill., March 28, 1960. 
Hon. Putt M. LANDRUM, 
Chairman, Subcommittee on Labor Standards, House Committee on Education 
and Labor, Washington, D.C. 


Dear Mr. LANDRUM: The American Public Welfare Association has author- 
ized me to express to you its support of the objectives of H.R. 4488, a bill to 
amend the Fair Labor Standards Act of 19338. 

The American Public Welfare Association is a national nonpartisan organi- 
zation of local and State public welfare departments and of individuals en- 
gaged in public welfare at all levels of government. Its membership includes 
State and local welfare administrators, board members, and welfare workers 
from every jurisdiction. 

Within the association are a number of national councils including a council 
representing all State administrators of public welfare, a council of local ad- 
ministrators of public welfare, a council of members of State and local boards of 
public welfare, a council of field representatives, a council of child welfare 
directors, and five standing program committees of which the welfare policy 
committee is one. 

The agencies and individuals making up the membership of the American 
Public Welfare Association are charged with the responsibility for administer- 
ing the various assistance and service programs in public welfare under the 
several titles of the Social Security Act. In our membership are the people 
who have the responsibility for day-to-day administration of the programs for 
the needy aged, the needy blind, the needy disabled, needy dependent children, 
and child welfare. 

Many recipients of public assistance an general assistance are not themselves 
in the labor market; they are kept therefrom by advanced age, youth, prolonged 
illness, and other causes. Many, however, are members of families, or have 
close relatives, who are workers. The earnings of these workers often con- 
tribute to the support of assistance recipients, and the amount of the contribu- 
tion naturally depends, in large part, upon the amount of their earnings. More- 
over, most States have laws holding members of families and close relatives 
responsible, in some measure, for the support of persons in need of assistance, 

The American Public Welfare Association believes that some of the detri- 
mental effects of low wages are as follows: 

1. A level of nutrition in family diets below acceptable health standards. 

2. Insufficient and out-of-season clothing, another threat to health and em- 
ployment opportunities. 

3. Neglect of elementary health needs and the inability to obtain adequate 
medical care. 

4. Crowded and unsanitary houses, thus producing slum areas, which too 
often become a breeding ground for crime and juvenile delinquency. 
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5. Inadequate education and premature employment thus handicapping indi- 
viduals throughout their lives. 

These effects of inadequate incomes are in many cases the direct or indirect 
reasons for application for public assistance, and for assistance payments sup- 
plementary to OASDI benefits. Public welfare workers have long advocated 
measures such as minimum wages, social insurance, and other similar programs 
which will aid in preventing the need for public assistance. 

As inadequate as is the dollar minimum, there are millions of workers—20 
million some estimate—who do not enjoy even this slight wage protection. That 
is because they are not covered by the Fair Labor Standards Act. H.R. 4488 
would not extend coverage to all these workers by any means. It is estimated 
by its sponsors, however, that approximately 7%4 million additional workers 
would receive its protection if the present bill were adopted. These additional 
workers are employed in large retail stores, chain hotels and restaurants, laun- 
dries and drycleaning establishments, in wholesale businesses, the construction 
industry, and many other smaller groups. In these industries are found the 
least union organization and some of the lowest wages in the economy. Exten- 
sion of coverage to these millions of low-paid workers would benefit the work- 
ers directly affected and would reduce the public assistance caseloads that have 
burdened many States during the current recession. 

One of the most economically depressed groups in our society is farm labor, 
including migrant workers and their families. They are not covered by H.R. 
4488, in spite of their great and pressing need, we understand, because of the 
special complexities and difficulties of their employment. We understand, too, 
that special bills have been introduced, and others may be, to extend wage and 
hour coverage to agricultural workers on the larger farms. We urge that, when 
these bills come before your committee, you give them your very serious and 
favorable consideration. No group is more desperately in need of help than 
agricultural laborers, many of whom have to apply to welfare agencies for aid, 
etc. 

In the “Federal Legislative Objectives for 1960,” prepared by the committee 
on welfare policy of the association and approved by the board of directors on 
November 30, 1959, (copy attached) item 37 states the association’s position in 
regard to the Federal Fair Labor Standards Act. It reads as follows: 

“The Federal Fair Labor Standards Act should be amended to extend coverage 
and to increase the minimum wage in line with current conditions.” 

We will appreciate the inclusion of this statement in the record. 

Sincerely yours, 
(Mrs.) Marie D. LANE, 
Washington Representative. 


CHAMBER OF COMMERCE OF PUERTO RICO, 
San Juan, P.R., March 25, 1960. 
Hon. Put LANDRUM, 
Chairman, Labor Subcommittee, 
House Office Building, Washington, D.C. 

My DeaR CHAIRMAN: Any departure, sir, from the flexible system for the 
setting of minimum wages in Puerto Rico now prevailing since 1940 might prove 
disastrous to our economy at this time. 

Puerto Rico, in its early stages of industrial development, cannot compete 
with high-wage, high-productivity industrialized areas. 

The ever-thinning wage differential which the flexible system now allows is 
intended only to compensate for evident cost disadvantages. Among these, the 
already high waterborne freight rates bound further to increase at any time and 
the lower relative productivity characteristic of areas not yet fully industrially 
organized. 

The rationale of the flexible approach to the setting of wages is unassailable—- 
a thorough investigation of each covered industry is made to fix the highest 
minimum wage that the industry can pay without substantially curtaining em- 
ployment. Please bear in mind that we still have an annual average of 14 
percent unemployed in a thickly populated (2.4 million) tiny area (3,400 square 
miles). 

The investigation is ably, objectively, and democratically conducted by a 
tripartite committee appointed by the Secretary of Labor of the United States. 


-—- 


Since 1955, the year when the Federal law was amended increasing the Federal 
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minimum from 75 cents to $1, wages in manufacturing in Puerto Rico have risen 
by 48 percent against 13 percent on the mainland. There is additional evidence 
that the upward trend is being pushed with vigor and determination. 

Lines 7 through 16 of page 8 of S. 1046 (identical to H.R. 4488), if enacted, 
will usher in a cent-for-cent increase of minimum wage rates identical with the 
increase prescribed for the mainland. This, obviously, will destroy flexibility, 
Any other proposal, however ingeniously conceived, to abate the impact—if 
attached to a mathematical formula unrelated to the capacity of industry to ab- 
sorb additional cost—is necessarily a bad solution since it defeats the sound 
principle of flexibility. 

Surrendering flexibility will cause a secondary detrimental impact on the 
business community. Through the extension of the coverage of the Fair Labor 
Standards Act to the “retail trade or service and other industries engaged in 
activities affecting commerce,” the automatic increase will hit a number of re- 
tail and services establishments which would be deprived of the transitional 
period of successive wage adjustments which was available to manufacturing 
businesses from 1940 on. The impact might cause unwarranted curtailment of 
employment and perhaps business casualties. 

Whatever the economy of Puerto Rico has attained in the last two decades, 
it has hinged principally on the availability to manufacturers of a ready pool of 
abundant labor. The artificial rising of wages unrelated to capacity to absorb 
them, coupled with the impending threat of higher and still higher maritime 
freight rates, may topple down a structure built at the expense of tremendous 
sacrifice and which has won recognition as an exemplar and a challenge for under- 
developed countries throughout the world. 

The Chamber of Commerce of Puerto Rico therefore requests your deliberate 
consideration of our peculiar geographical limitations and still unsettled stage 
of our industrial development as well as the many problems that pounce upon 
the business community, to do everything in your power to prevent at this time 
the adoption of any measure which might hurt permanently the only possible 
solution which 2,300,000 people have been able to find in an attempt to live 
democratically in a very small territory, and looking forward to American stand- 
ards of living from which we are still so far away. 

Respectfully, 
Ricarpo Frerieta, resident. 


NEW ORLEANS PUBLIC SERVICE, INC., 
New Orleans, La., March 28, 1960. 
Hon. Pui. M, LANDRUM, 
House Office Building, Washington, D.C. 


Dear Mr. LANDRUM: In accordance with our conversation in the Capitol last 
Tuesday, I am setting forth herein as succinctly as possible some of the pertinent 
facts showing why the transit operators employed by New Orleans Public 
Service, Inc., need to retain the existing exemption from the 40-hour week. Our 
management is also desirous to retain that exemption due to the involved book- 
keeping and possibly reduced service which would result in case the exemption 
was taken away. I am only writing about the operating transit employees of 
our company, between 1,100 to 1,200 of them, as all other employees are covered 
by the 40-hour week. It is probable that some of the items which I will list will 
apply to a greater or lesser extent to urban transit operations troughout the 
country. 

1. We are interested only in that part of the bill which would end _ the 
present exemption now existing for urban transit workers from the 40-hour 
week (note, we are not concerned with the minimum pay provision). 

2. Our pay seale is high. The minimum for streetcar conductors and motormen 
is $2.17 per hour and for bus operators $2.24 per hour. We operate two-men 
streetcars and one-man trolley buses and motorbuses. 

3. Working conditions for the various runs have been set and are adjusted 
through annual bargaining with our employees. 

4. There is no uniformity in the hours worked due to differences in runs, sea 
sonal, daily and hourly peaks, weather conditions, street congestion, sales, ef¢. 
We operate around the clock and regardless of weather conditions. Due to the 
foregoing, it is practically impossible for two or more operators to begin and 
stop work at exactly the same time. 

5. The average per employee is roughly 39% hours per week. 








6. ( 


pensa’ 
extra 
7. ¢ 
exam] 
the ex 
the e3 
work | 
8. \ 
city c 
9, ¢ 
their | 
10. 
union 
and t 
hour | 
opera 
that v 
contre 
Gen 
necess 
and e 
area, 
depen 
loss e" 
be pla 


(a) 
(b) 
at not 
Thi 
availa 
In ¢ 
rende 


Hon. | 
House 
Washi 


DEA 
magaz 
minini 
oppose 

In t 
tinue 
condit 
Gover 

Fur 
any ¢ 
pay, } 
fits—z 
minin 
to the: 

To | 
of all. 

In s 
any ¢] 
center 
any ¢ 
fringe 
of an ¢ 





sen 
ace 


the 
ity. 
—if 
ab- 
ind 


‘ate 
age 
pon 
ime 
ible 
live 
ind- 


last 
1ent 
iblie 
Our 
nok- 
tion 
s of 
red 
will 

the 


the 
iow 


men 
men 


sted 


sea- 
ete. 
» the 
and 





MINIMUM WAGE-HOUR LEGISLATION 1485 


6. Our contract negotiations over the years have provided premiums to com- 
pensate for some specific conditions, for example, we pay time and a half for the 
extra runs necessary to accommodate rush hour traffic. 

7. Our employees enjoy freedom through the use of the extra board, for 
example, if one wants to go fishing, he takes a day off and his place is filled from 
the extra board. Or, if one needs extra money, he applies for more hours from 
the extra board. The extra men are our regular transit employees desiring to 
work the extra hours or for whom no regular runs are available. 

8. We still operate on a 7-cent fare although a request is pending before the 
city council to increase that fare to 10 cents. 

9. Our employees have an extremely high morale and a great pride in doing 
their job well. 

10. Our transit employees have their own union—definitely not a company 
union or a national union. They are the ones who would be adversely affected 
and they are opposed to being brought under the provisions of the wage and 
hour law since they realize it would compel us to limit the workweek of every 
operator to 40 hours or less in order to avoid the excessive overtime pay rates 
that would result if overtime provisions are superimposed upon long-established 
contractual bonus and premium work rates. 

Generally, but more particularly for New Orleans, urban transit provides very 
necessary transportation, reduces automobile traffic, decreases street congestion 
and excessive parking problems. The continued prosperity of our downtown 
area, which is the important element in the New Orleans tax base, is largely 
dependent upon the ability to maintain a steady flow of traffic. Operating at a 
loss even should a 10-cent fare be granted, we feel that no further burdens should 
be placed on our operations. 

POSSIBLE SOLUTION 


(a) Maintain the present exemption for urban transit from the 40-hour week. 

(b) If (a) is not feasible, then require the rate of pay for overtime to be 
at not less than time and a half of the minimum pay rate set by the new bill. 

This letter is being sent in duplicate in case you desire to have a copy thereof 
available for your committee. 

In closing, may I wish for you continued success in the fine service you are 
rendering to the United States. 

Sincerely, 
PETER A. FERINGA, 
Assistant to the President. 


CROSSETT CHEMICAL Co., 
Crossett, Ark., March 24, 1960. 
Hon. WILBUR MILLS, 
House of Representatives Office Building, 
Washington, D.C. 

Dear Mr. Mit_s: There has been a great deal in the daily papers and national 
magazines about the several proposals before the Congress to increase the 
minimum wage to $1.15-$1.25 per hour. We want to go on record as being 
opposed to any increase, now or in the future. 

In the first place many industries in this section have been struggling to con- 
tinue operation on existing wage schedules which are dictated by economic 
conditions within the industry. Consequently, any increase dictated by the 
Government can only worsen their situation. 

Furthermore, in none of the discussions within the Congress has there been 
any credit given to the so-called fringe benefits such as insurance, vacation 
pay, paid holidays. and pensions, In our plant alone the expense of such bene- 
fits—all of which not only add to cost—runs 19.55 cents per hour. When our 
minimum rate is compared to the existing minimum, no consideration is given 
to these fringe benefits. 

To be completely fair, the employer should be given credit for the hourly cost 
of all extra benefits in arriving at a true minimum wage. 

In summary, we urge you as our representative to take active opposition to 
any change in the minimum wage which is being sponsored by organized labor 
centered in more highly industrialized areas of the country. Furthermore, if 
any change in the minimum is inevitable we feel strongly that credit for 
fringe benefits must be taken into consideration in calculating the true minimum 
of an employee. 

Very truly yours, 
E. M. Gopat, Manager. 
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THE CrosseEtt Co., 
Crossett, Ark., March 25, 1960, 
Hon. WILBUR D. MILLs, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN MILLs: This is one of several letters on legislative mat. 
ters that I have written recently and I am writing this one because I feel that 
you should know the seriousness of the proposed change in the Federal minimuy 
wage from the standpoint of Arkansas in particular and the South as a whole 

Here in Arkansas we are doing everything possible to increase the amount of 
steady industrial employment and we all think that this is our only salvation 
if we are to hold our present population and reverse the trend. Any change in 
the minimum wage even to $1.10 per hour or $1.15 per hour will have a serious 
effect upon employment by the lumber industry as a whole in Arkansas. This 
is not because the lumber operators refuse to pay higher wages to its comma 
labor but is because many of them simply cannot pay common labor wages— 
say $1.10 per hour—and stay in business. Lumber operators in the Northwest 
have a great cost advantage over lumber operators in the South. This westerm 
competition and the competition of other materials has meant that, for in 
stance, the average price of pine lumber that we sold in 1959, a very good lumber 
year, was almost $3 per thousand lower than the price we received in 195), 
This is an illustration of the fact that there is not the solution of Arkansas 
lumber operators increasing their prices sufficiently to pay for the greatly in- 
creased cost of a change in the minimum wage. 

I think that you will agree that although the lumber industry is one that 
cannot pay the higher wage scale that other industries, such as the paper in 
dustry, chemical industry, etc., can pay; we are much better off to furnish the 
steady employment that the lumber industry now furnishes at its present wage 
than to lose this employment or have it occupied by the much lower level tenant 
farmer agricultural employment, even if such agricultural employment existed. 
Also, it would be impossible to convince any sound-thinking businessman in 
Arkansas that it is necessary to raise the minimum wage in order that lumber 
industry employees in Arkansas have a decent standard of living. 

Finally, I should point out that as large operators with one of the highest 
wage rates in the southern lumber industry, we would be affected the least. 
Even. so, a statutory minimum wage rate per hour is most unfair to us because 
such a minimum wage per hour gives absolutely no credit for such payments 
that we make (which have been negotiated with our union) covering a nop 
contributory pension plan, excellent group insurance, paid vacations, paid holi- 
days, ete. Of course, no one would deny that a workman at a given rate with 
these benefits has a much higher standard of living than a worker with the 
same rate per hour but without these benefits. At the same time the law makes 
no distinction and thus does not even accomplish what the proponents would say 
it should accomplish in an equitable manner. 

I apologize for the length of this letter but I think that you should consider 
these facts and do everything possible to keep the minimum wage from being 
changed. 

Yours very truly, 
Wm. C. NORMAN. 


Cape & Is_tanps Fiicut Service, INnc., 
Hyannis, Mass., March 26, 1960. 
Representative Putt M. LANDRUM, 
Chairman, House Labor Standards Subcommittee, 
Washington, D.C. 


DEAR REPRESENTATIVE LANDRUM: As a representative smal! business. we car 
not urge you and your committee strongly enough to report adversely on legisl- 
tion now being considered to amend the Federal wage and hour law. We fed 
that businesses such as ours which employ from three to seven employees repre 
sent those who get hurt most in the legislation now under consideration. 

Although the proponents assure us that small business would not be harmeé 
because of specific exemptions under the proposed Federal law, we will not bé 
exempt under the basic laws of economics. 

We must compete for labor in the same markets. If larger firms pay higher 
wages, sooner or later we must pay the same wages. If the minimum wage goe 
up, soon higher paid employees, even in the small businesses, will demand tha) 
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their wages go up to maintain the differential, Federal law exemptions notwith- 
standing, we will be faced with higher wage costs. 

Higher wage costs for larger businesses mean that those businesses must raise 
the price of their products or services. Small business will have to pay the 
higher price of the goods and services it uses. In the last two years our com- 
pany has experienced a 25 percent increase in the maintenance cost of our equip- 
ment, the direct result of increase in wages to mechanics doing the maintenance. 

Keeping of employee records is already a costly item for all business, large 
and small. Whether a business is exempt or not, the cost of keeping records will 
goup. We will have to keep them to prove we are exempt. 

The Senate Labor Subcommittee bill sets up a $1 minimum wage and no over- 
time requirement for small business. The very act of setting up the law to 
cover small business is the proverbial foot-in-the-door. How long before our 
liberals and our labor unions will take advantage of the crack and open the door 
much wider? 

It is interesting to notice that although the Kennedy-Roosevelt bills apparently 
exempt firms with less than $500,000 gross sales, they include a provision for 
covering any enterprise which has annual sales as low as $50,000 and one em- 
ployee engaged in interstate commerce. Where is the protection for small busi- 
ness in that provision? 

We can see increased minimum wages as nothing but inflationary. Certainly 
there will be no increased productivity. Just as certainly prices will be in- 
creased to compensate for increased wages. And just as certainly, employers 
will readjust wherever possible to hire less labor. What has been gained? 

Isn’t it about time we stopped the trend of Federal Government stepping in 
everywhere? Shouldn’t we leave control of local business to local and State 
government? 

Yours very truly, 
GrorGE E. PARMENTER, President. 


HUNTSVILLE, TEx., March 24, 1960. 
Hon. Pum M, LANDRUM, 
House of Representatives, Washington, D.C. 

DEAR Sir: I am writing you to oppose those provisions of H.R. 4488 which 
would eliminate the 12-man exemption and increase the minimum wage from 
$1 to $1.25. 

I have been a professional forester for 20 years and am well acquainted with 
the activities of the small woods operators. Having this 12-man exemption 
provision in the Fair Labor Standards Act has enabled the small woods con- 
tractor to stay in business. This proposed change would impose certain record- 
keeping requirements that would handicap all and force many woods operators 
out of business, thus contributing toward inflation and unemployment. Such 
legislation would be detrimental to our wood-using industries on which so many 
people depend for a livelihood. 

I am opposed to a guaranteed minimum wage increase because I feel that the 
employer should determine the wages of his employees, based on productivity. 

I urge you and your committee to make no changes in the 12-man exemption 
and minimum wage of the Fair Labor Standards Act. Also, I request that this 
letter be made a part of the subcommittee’s record. 

Sincerely, 
Lup E. KIné, Jr. 


STATEMENT OF NATIONAL INSTITUTE OF LOCKER AND FREEZER PROVISIONERS 


The National Institute of Locker and Freezer Provisioners has conducted a 
survey among the Nation’s approximately 9,000 frozen food locker and freezer 
provisioning establishments to determine what effect the proposed wage and 
hour legislation would have upon this industry. According to this study, the 
increase in the industry’s labor cost would wipe out 51 percent of the indus- 
try’s total profit, which, in 1959, averaged only $5,281 per plant. . Hard. pressed 
by changing conditions and competitive pressures, the locker and freezer pro- 
Visioning industry is already struggling for survival as evidenced by an approxi- 
mately 20 percent decline in number of plants in the past decade. Many opera- 
tors indicate that their price levels are already as high as they can go and that 
any substantial increases in labor costs will force them to close their doors. 
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It is very easy for proponents of the proposed legislation to take the position 
that any industry which hires any labor for less than the proposed minimum 
“deserves” mandatory legislation. This attitude reflects a lack of understanding 
of the economic facts of life in rural communities—or a willingness to ignore 
these facts. The vast majority of frozen food locker plants, located in small 
towns and rural areas, are contributing to the economic health of these com. 
munities by providing services that enable folks to consume locally produced 
livestock, poultry, and other foods. This helps keep down the cost of food for 
families in these areas and, at the same time, provides employment. An increase 
in labor cost, either direct (by subjection to extended wage and hour coverage) 
or indirect (by having to compete in a spiraling labor market), will not only be 
inflationary but will also jeopardize the existence of locker plants by destroying 
their economic usefulness to their customers. This would be in direct opposition 
to the objectives of the rural development program through which our Govern- 
ment is trying to improve the economic stability of rural communities and 
small towns. 

In light of these facts, we vigorously oppose any change in the wage and 
hour laws. 


EMPIRE STATE PETROLEUM ASSOCIATION, INC., 
New York, N.Y., April 6, 1960. 
Hon. Putt M. LANpDRUM, 
Chairman, Subcommittee on Labor Standards, 
House Office Building, Washington, D.C. 


DEAR Mr. LANDRUM: Empire State Petroleum Association, Inc., is a trade 
association of petroleum jobbers and distributors in New York State. This level 
of our industry is responsible for the distribution of approximately 85 percent 
of the home heating oil and 35 percent of the gasoline requirements of New 
York State. 

It is our understanding that hearings are currently being held by your Sub- 
committee on Labor Standards of the House Education and Labor Committee, 
on a bill, H.R. 4488, introduced by Congressman Roosevelt, which would raise 
the minimum wage under the Wage and Hour Act to $1.25 per hour and would 
remove the present exemption for retail employees. 

On behalf of its membership, this association wishes to strongly protest the 
enactment of this legislation for the following reasons: 

(1) It would add one more link to the chain of social legislation which is 
gradually but surely corroding our whole economy and speeding the inflationary 
spiral; 

(2) While the proposed minimum wage of $1.25, per se. would not seem too 
onerous in our area, the imposition of increased minimum wages without re 
gard for local conditions, coupled with the removal of the present exemption 
for retail employees and the proposed overtime provisions, represents a defi- 
nite threat to the continued existence of many small businessmen. 

(3) Many of the petroleum jobbers in our area are not currently covered by 
the Wage and Hour Act. In cases where business is seasonal, these people have 
made a sincere attempt to maintain continuity of employment. This has been 
possible because of the willingness of employees to work more than 40 hours 
during busy seasons without overtime and thereby assure offseason employment. 
Any interference with this pattern would necessarily affect the ability of many 
of our people to maintain consistent employment the year around: 

(4) Legislation of this kiad is obviously inspired by the interplay of political 
forces rather than the presence of any economic justification in fact; 

(5) Provisions of this legislation would seriously restrict the efforts of the 
small businessman to create and maintain an economic climate in which he can 
operate his business, and this at a time when profit margins are being shaved, 
costs are rising and survival depends on the ability to cut overhead and become 
more efficient at every level of operation. 

We respectfully urge you and your committee to sincerely consider the pos- 
sibile effect of legislation of this kind on the small businessman before taking 
action. 

Respectfully, 


Harry B. Hrs, Secretary. 
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WESTERN GROWERS ASSOCIATION, 
Los Angeles, Calif., April 4, 1960. 
Re H.R. 4488 and S. 1046, extension of the Fair Labor Standards Act. 


Hon. PHIL M. LANbRUM, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN LANDRUM: The Western Growers Association is com- 
prised of vegetable and melon growers and shippers of California and Arizona. 
These producers ship annually over 300,000 carlots of fresh vegetables and 
nelons, which represent nearly 40 percent of the Nation’s supply. The value of 
this production to California, Arizona, and the Nation is about $500 million 
annually. 

When the Fair Labor Standards Act was passed in 1938, Congress made pro- 
visions under section 7(b)(3) and 7(c) for exemptions from the maximum 
hours and overtime provisions for industries of a seasonal nature and relating 
tu agriculture. ‘The reasons for these exemptions are as obvious and important 
today as they were when the law was written. 

In order to provide the housewife with the best available foodstuff, produce 
in fresh form must be moved to her as fast as possible. Vegetables and melons 
must be handled through packinghouses in preparation for market the same day 
they are harvested. The farmer’s crop matures steadily. That which he har- 
vests today, he must move to market today, in order to make room for the on- 
coming maturing produce. This perishable foodstuff must be placed in its con- 
tainers and put under refrigeration within a very few hours after it is harvested 
in the field. 

The law of supply and demand is the governing factor of the produce in- 
dustry. California and Arizona vegetable and melon growers and shippers do 
not receive subsidies from the Federal Government nor do they seek any form 
of Government price supports. They firmly believe in free enterprise. 

Today, California and Arizona growers are faced with imports from Mexico 
which are increasing every year. Ten years ago produce coming into this 
country from Mexico and other nations in the North American Continent was a 
trickle. Today it has swelled to a strong competitive factor. The producers of 
this competitive produce do not worry about any minimum wage or maximum 
hours. 

The shippers represented by this organization are not concerned particularly 
with reasonable minimum wages. However, it is the maximum hours portion 
of the Fair Labor Standards Act with which they are most concerned. 

The produce cannot be harvested in the field until daylight and sometimes it 
takes 2 to 4+ hours after dawn before it arrives at the packinghouses. At peak 
periods of production it is necessary to work many hours into the night in order 
to complete packaging and refrigeration of the day’s harvest. The point we are 
trving to make is that the flow of this perishable foodstuff must be continuous 
and uninterrupted. To be hampered by the Federal restrictions and additional 
costs too burdensome to assume under the proposed maximum hours would 
seriously jeopardize this flow of produce—and result in the spoilage of food- 
stuff—which normally would be sent to market, particularly during those pe- 
riods of depressed markets occasioned by the law of supply and demand. Such 
losses of production would only mean higher prices to consumers. 

The above two bills when first introduced were identical. However, S. 1046, 
introduced by Senator Kennedy, was amended in committee. This amendment 
would still provide for some workweeks’ exemption but it would be consider- 
ably restricted. This restriction would effectively nullify any benefit received 
by the Nation’s vegetable and melon producers. 

Please excuse the length of this letter but a most important subject like this 
‘annot be covered in a few words. Any legislation which would cut down the 
amount of produce going to market must result in increased costs to the con- 
sumer. Nature is still the governing force in agriculture. Federal edict can- 
not nullify nature’s laws. Unlike industry the elements governing agricultural 
production of food cannot be controlled by an electric switch. 

On the behalf of the growers and shippers represented by this association we 
earnestly bespeak your cooperation to prevent hamstringing an industry which 
now is competitive, independent and self-sufficient. 
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The present exemptions pertaining to hours and overtime as stated in see- 
tions 7(b)(3) and 7(c) of the Fair Labor Standards Act must be necessarily 
maintained. 

Yours very truly, 


FRANK W. CASTIGLIONE, 
Eeecutive Vice President, 


AMERICAN Motor Horet ASSOCIATION, 
Kansas City, Mo., April 5, 1960. 
Hon. GRAHAM A. BARDEN, 
Chairman, House Education and Labor Committee, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN BARDEN: The House Education and Labor Committee ig 
currently holding hearings on H.R. 4488, H.R. 7490 and related bills. 

The American Motor Hotel Association is the national trade organization, 
representing the country’s 59,000 motels. A review of proposals to extend the 
coverage of the Minimum Wage Act to local service-type establishments and raise 
the minimum to $1.25 per hour indicates such action will work unwarranted 
hardship on the motel industry. 

Basically, the motel industry is made up of small family-type business. Ree- 
ords show 71.1 percent of the country’s motels are individually owned. Another 
15.9 percent are partnerships. Only 12.4 percent are corporations and a bare 0.6 
percent are chain organizations. 

The average size motel is 21 units with an annual gross of $40,000. Of the 
59,000 establishments only 1,579 motels are over 60 units. They reflect to a high 
degree the problems of the small businessman. 

The profit picture in the motel industry has shown a steady decline since 1951, 
in spite of the fact that occupancy has remained level or improved slightly and 
rates have continued to climb. In evaluating guest reaction today we find the 
No. 1 complaint is prices. There is real danger that the industry may price itself 
out of the market. In the tourist areas of the country public facilities for family 
camping are diverting business from the lodging industry. Present price levels 
have contributed to the growth of family camping. 

Approximately one motel in four operates a restaurant using employees whose 
tips constitute a portion of the wage. The problem of determining the real wage 
of such employees would be impossible. 

Wages now paid by the motel industry bear a real relation to wages paid in 
like areas by other business. This will always be true as the industry must be 
competitive in the labor market to secure help. 

There are and should be regional differences in wages paid as there are differ- 
ences in the cost of living in different areas. 

The motel industry utilizes much labor of low efficiency—aged, student, and 
handicapped. Should the industry be forced to a uniform $1.25 per hour, such 
labor would have to be replaced with more productive employees, plus the auto- 
mation of all jobs possible. Such a move would tend to create unemployment. 

1. We favor fair wage scales. From a selfish viewpoint our major income is 
from vacation travel. To be able to take a vacation a worker’s income must be 
sufficient to meet the needs of his family and have some discretionary income 
left over. Wages generally in the motel field approximate or exceed the present 
minimum standards. , ; 

2. Our grave concern centers around the overtime provisions of the Minimum 
Wage Act. The current provisions of the act were designed to meet the problems 
of production workers and would be highly disruptive if applied in the motel 

ld. 
motel is, of necessity, open 365 days a year and 14 to 18 hours a day, with 
an increasing number being open around the clock. Occupancy reflects wide 
seasonal variations, yet staff must be maintained at a constant level. 

To comply with the overtime provisions contained in the act would foree room 
rates up at least 20 percent. Already the industry is encountering resistance to 
soaring room rates. 

8. We are aware that it will be argued that small business enterprises will be 
exempted by a ceiling of $500,000 annual gross. Experience indicates, however, 
that all motels in a given area compete for employees in the same labor market. 
Thus, wages and working conditions tend to level out. If one segment of the 
industry is pegged at a predetermined level, the other will be forced to meet this 
level. 
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A second concern has to do with the complex patterns that exist within the 
motel field. For competitive reasons, many independent motels are grouped to- 
gether under a common brand name. Certain services such as reservations, 
group purchasing and advertising are provided for the group as a unit. Under 
S$. 1046 would these independent properties be treated as a chain in applying any 
volume yardstick ? 

Again, we have the franchise situation—a brand-name corporation, such as 
Holiday Inn, may own a chain of 15 or 20 motels. The remaining 100 establish- 
ments are independent operators under franchise, 

Then there are operations similar to TraveLodge. Here every motel is a sepa- 
rate corporation—the stock held equally between the independent operator and 
the parent organization. 

These complex patterns raise many questions. It seems certain that unless 
specific exemptions are spelled out many small businesses will be covered inad- 
vertently. 

The American Motor Hotel Association respectfully requests that: 

1. Present exemption of the motel industry from provisions of the Minimum 
Wage Act be maintained. 

2. If it is found impossible to maintain exemptions from the act that provisions 
be made to modify the overtime provisions to minimize the economic impact on 
the industry and the traveling public. 

It is requested this letter be made a part of the committee record. 

Respectfully, 


H. H. Mostey, Evecutive Vice President. 


RESOLUTION BY UNDERGARMENT & NEGLIGEE WORKERS Unton, Loca 62 


Whereas raising the Federal minimum wage to $1.25 an hour and extending 
its coverage to 7,500,000 workers now unprotected as provided for in the Ken- 
nedy-Morse-Roosevelt bill would benefit the economy of the country by providing 
additional purchasing power and generating needed increase in business activity 
and employment ; and 

Whereas an increase in the Federal minimum wage would lessen the incentive 
to New York plants to leave the State for low-wage areas elsewhere; and 

Whereas substandard wages in parts of the country make for unfair competi- 
tion to those employers who pay a decent wage, resulting in loss of business for 
them and loss of employment for their employees ; and 

Whereas an increase in the Federal minimum wage and extension of its cover- 
age would not be inflationary, according to Government surveys on the last in- 
crease of the Federal minimums from 75 cents to $1 an hour; and 

Whereas it is morally indefensible for any American worker to be condemned 
to a mere subsistence where decent family life is all but impossible, and since 
low income breeds degraded living and social ills, costly to the public: There- 
fore, be it 

Resolved, That the executive board of the Undergarment and Negligee Work- 
ers’ Union, International Ladies’ Garment Workers’ Union, representing 18,000 
workers in this industry, petition our Congress to give active and vigorous 


support to 8, 1046 and H.R. 4488. 


STATEMENT OF THE AMERICAN BANKERS ASSOCIATION 


The proposals now under consideration by this committee recognize that small 
business enterprises, particularly those conducting a retail or service type of 
business, should not be required to operate under the same minimum wage as is 
applied to larger organizations. Public statements by representatives of Govy- 
ernment, labor, and business indicate a general acceptance of this basic principle. 

The American Bankers Association—the membership of which represents 96 
percent of all the banks in the United States—agrees with the above concept 
and urges the committee to consider applying this principle to banking. 

At the present time all banks, large and small, must pay at least the current 
minimum wage of $1 per hour. The proposed increase to $1.25 per hour will 
further aggravate the difficulties that have been confronting many small banks. 

The association would like to bring to the attention of the committee certain 
facts relating to the operations of these banks. The statistical data which fol- 
low are for insured commercial banks and are based on the Annual Report of 
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the Federal Deposit Insurance Corporation for the Year Ended December 31, 
1958, the latest report available. 

According to this FDIC report the average current operating earnings for the 
year 1958 for the 1,231 insured commercial banks with deposits of less than $1 
million was only $30,961; for the 2,615 banks with deposits of $1 to $2 million 
it was $61,490; and for the 4,405 banks in the $2 to $5 million group it was 
$130,380. Out of these amounts, the banks must pay other costs of operation 
in addition to salaries. These other costs have been increasing during recent 
years. 

The average number of employees per million dollars of deposits for all in. 
sured commercial banks in 1958 was 2.56 employees. For banks with deposits 
of less than $1 million the same ratio was 5.27 persons; for banks with deposits 
of $1 to $2 million it was 3.80; and for banks in the $2 to $5 million group it 
was 3.13. This trend of number of employees per million dollars of deposits 
continues downward till it reaches 2.03 for banks of over $500 million in de. 
posits. Bank staffs range in size from those employing as few as two or three 
people to those with thousands of employees. 

The smaller banks disburse for “salaries, wages, and fees” a larger amount 
per $100 of current operating earnings than larger banks. The Federal De 
posit Insurance Corporation report for 1958 shows that the average for all 
insured commercial banks was $28.76. For banks with deposits of less than 
$1 million the corresponding amount was $38.29; for banks with deposits of 
$1 to $2 million it was $34.43 and for banks in the $2 to $5 million group it was 
$32.39. This trend of the amount paid for “salaries, wages, and fees” per $100 
of current operating earnings continues downward till it reaches $25.87 for banks 
of over $500 million in deposits. 

It is readily apparent from the above that smaller banks require more people 
to service a million dollars of deposits than the larger institutions. It is also 
evident that, even though salary levels are usually lower in the smaller banks, 
they spend a considerable larger portion of their current operating earnings for 
“salaries, wages, and fees.” 

The small size of these banks places a practical limitation on their earnings 
which would make the payment of a higher minimum wage difficult. It must 
be borne in mind that an increase in the salary rate of the lowest paid employee 
requires corresponding increases in the pay of most other employees in order 
to maintain customary salary differentials. 

Employees of these banks do not have the same living expenses to meet that 
employees of city banks incur. Their cost of commuting to and from work is 
substantially lower and their expenses for food, clothing, and housing are fre 
quently lower than similar expenses for the bank employee in the city. These 
advantages over city dwellers are reflected in lower living costs and propor: 
tionately lower salaries or wages. 

Banks employ a majority of their staffs directly from high schools. Banks also 
provide employment for thousands of students as part-time employees. These 
boys and girls are inexperienced, yet the banks pay them full salary while they 
are being trained. If minimum wage standards are set too high it could result in 
the employment of only those who already have acquired specialized training 
through secretarial or commercial schools and might deprive many of these 
youths of employment opportunities. 

The proposed increase from $1 per hour to $1.25 per hour will have the 
greatest impact on the small unit bank generally located in a rural or semirural 
area. Banks in this category are frequently the only source of financial servic 
to the farmer and rural merchant. To force a further increase in salary costs 
by increasing the minimum wage would seriously aggravate the present situation. 
It will increase the economic pressure to liquidate or to sell to larger institutions 
This, at a time when many persons in and out of Government are expressing 
concern over the future of small country banks. 

As small banks are primarily engaged in a service business they are confronted 
with many of the same problems that face other small service establishments. 
The American Bankers Association therefore, recommends that the principle 
of excluding from the coverage of the minimum wage law small retail ané 
service businesses be extended to include small banks. It is suggested that 4 
small bank be defined as one employing 15 or fewer persons, which would, if 
adopted, exclude from the minimum wage requirement most of the banks with 
which this statement has dealt. 

If the committee should decide against granting small banks relief equal té 
that granted other small retail and service type businesses, then, in order to 
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avoid further aggravating the problems of small banks, the association recom- 
mends that there be no increase in the minimum wage required by the Fair 
Labor Standards Act for banks employing 15 or fewer persons. 


STATEMENT SUBMITTED BY LOUIS GOLDBLATT, SECRETARY-TREASURER, INTERNA- 
TIONAL LONGSHOREMEN’S AND WAREHOUSEMEN’S UNION, SAN FRANCISCO, 
CALIF. 


The enactment of legislation to amend the Fair Labor Standards Act for the 
purpose of increasing the minimum wage and extending the coverage is long 
overdue. Certainly such improvements in this basic law are more urgently 
needed today than ever before. And we cannot urge too strongly that this 
subcommittee recommend—as a minimum—the enactment of the Roosevelt bill, 
H.R. 4488. 

Although this statement will deal primarily with those provisions of H.R. 
4488 which apply to workers employed in food processing and canning—because 
of our experience with workers in such industries—I do not want the im- 
pression to be left with the subcommittee that our interest is limited to these 
workers. We emphatically endorse all of the provisions of H.R. 4488 which 
bring to millions of additional workers in such employments as retailing and 
service, logging and construction, the benefits of coverage under the FLSA. 

We also want to state that H.R. 4948, introduced by Representative Roosevelt, 
deserves consideration because it undertakes the decisive step of expanding 
coverage of the law to agricultural workers. We wish to congratulate Repre- 
sentative Roosevelt and Senators McNamara and Clark for sponsoring this 
legislation to provide a fair deal for hired farm labor. We feel that H.R. 4948 
isa worthy complement to H.R. 4488 and that the times call for favorable action 
on both these measures. 

It seems to us that the original intent of Congress in enacting the FLSA, as 
stated in section 2 of the act itself, will continue to be frustrated as long as the 
law remains unchanged in the face of changing minimum needs of those workers 
for whom the FLSA is so important. 

It might be well to recall that the act declares its policy to be “to correct and 
as rapidly as possible to eliminate” conditions of labor “in industries engaged 
in commerce or in the production of goods for commerce” which are “detrimental 
to the maintenance of ‘the minimum standards of living necessary for health, 
efficiency, and general well-being of workers.” <A reasonable minimum wage, 
overtime pay for all hours worked in excess of 40 in any one week and the pro- 
hibition of child labor, are the specific standards which are supposed to imple- 
ment this policy of Congress. 

Although our discussion of proposed changes is concerned primarily with the 
issue of coverage of the law, we want to emphasize our endorsement of an in- 
crease in the minimum wage to $1.25 per howr. The current minimum wage of 
$1 an hour is woefully inadequate. Is there any Congressman who would 
seriously contend that an American worker can maintain himself and his family 
at minimum standards of health, efficiency, and general well-being on $1 an 
hour? It is an impossible task. And we don’t believe it is necessary to prove 
this point by reference to what has happened to the retail price index or by 
introducing figures on the cost of a minimum—and not a luxurious—budget in 
the United States today. 

Congress will continue to be remiss in its responsibility to the underpaid and 
the underpriviledged in our country as long as it permits the minimum wage to 
remain at the $1 level. 

Turning now to the matter of coverage, the ILWU favors amending the pro- 
visions of the FLSA to provide full coverage for workers engaged in the proc- 
essing of agricultural and fishery products, for workers in the logging industry, 
and for full coverage of agricultural workers. These are the questions we shall 
discuss more fully. 

ELIMINATION OF EXEMPTIONS 


Under the present act we find a hodgepodge of exemptions applying to wor'sers 
engaged in packing, canning, and other processing of agricultural or fishery 
commodities. These exemptions are not only some of the most complicated 
features of the act but also represent the most troublesome administrative 
problem. 
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It is estimated that about 660,000 workers in so-called seasonal industries are 
exempt from the overtime provisions for all or part of the year. In addition, 
according to the U.S. Department of Labor, some quarter of a million workers 
engaged in processing of farm commodities are completely exempt because they 
are employed “in the area of (farm) production.” 

Workers engaged in seasonal industries or in the first processing of agri- 
cultural commodities are exempted by sections 7(b)(38) and 7(c) from the 
overtime provisions of the FLSA for a period of 14 weeks or, in some Cases, 
two 14-week periods within a year. Under the first 14-week exemption, as pro- 
vided by section 7(b)(3), time and one-half is required only for work done 
over 12 hours a day and 56 hours a week. Under section 7(c) unlimited over- 
time may be worked without premium pay. 

Additional exemptions apply to shoreside workers employed in the fishing 
industry. Workers engaged in processing, handling or unloading fresh fish, are 
exempted from wage and overtime coverage under section 13(a) (5). And em- 
ployees of fish canneries are exempted from overtime provisions under section 
13(b) (4). The Labor Department estimates that 32,000 workers are affected 
by the exemption applying to fresh fish workers and 15,000 by the exemption 
applying to fish cannery workers. 

H.R. 4488 would repeal the exemption on maximum hours applying to workers 
employed in seasonal industries, in the first processing of agricultural com. 
modities, and in fish canneries. It would also repeal the minimum wage and 
overtime exemption applying to workers engaged in the handling, unloading, 
and processing of fresh fish. The ILWU strongly supports the elimination of 
these exemptions as a long step in the right direction. 

It was long argued that the overtime exemptions were necessary to permit 
maximum operations during the peak periods in seasonal agricultural processing 
and canning industries. The same point was made with reference to fishery 
workers in both cannery and fresh fish processing. Our exeprience in affected 
industries, such as sugar grinding factories and pineapple canneries in Hawaii, 
or the west coast fishing industry, demonstrates that the original argument has 
long ceased to have any validity. 

For the purpose of this brief statement, it need only be mentioned that there 
is a wealth of Government data which shows that the nature of the food process- 
ing industry has changed remarkably since the act was adopted. Hand labor 
has, for the most part, been replaced by automatic production lines ; refrigeration 
has solved the problem of spoilage of perishable commodities. Today, modern 
technology has transformed the food canning and processing industry into in 
dustrialized operations capable of accommodating any so-called peak seasonal 
periods without material hardship. 

In short, there is no sound basis for denying to workers employed in agricul- 
tural processing or food canning the full coverage of the FLSA. To continue the 
existing exemptions, is to perpetuate in these industries an unjustified subsidy 
for management at the expense of their employees. 

Another exemption on which the ILWU would like to comment is section 
13(a) (15), a provision denying coverage of the law to any woodworker employed 
by an employer with 12 or fewer employers. The ILWU is familiar with the 
problem posed by this exemption, because many of our members have long worked 
in close association with workers who belong to the International Woodworkers 
of America. 

As a consequence of the loophole offered by section 13(a) (15), thousands of 
workers in the logging industry are horribly exploited. There is substantial 
documentary evidence to show that wages in some areas are as low as 13 cents 
an hour. In many southern operations hourly earnings of from 35 to 75 cents 
an hour are more the rule than the exception. This condition is generally trace 
able to a fragmentation of logging operations into small units for the deliberate 
purpose of escaping coverage of the FLSA. To bring this situation to an end, 
the ILWU strongly supports the elimination of section 13(a)(15) as proposed 
under H.R. 4488. 

COVERAGE FOR AGRICULTURAL WORKERS 


At the present time, as a result of the provisions in section 138(a) (6), no 
agricultural workers whatsoever are covered by the FLSA. Thus some 3 million 
workers—among them the lowest paid and most exploited workers in America— 
have been excluded from the protection of the act. These agricultural workers 
are largely unorganized workers in a highly seasonal industry and they do not 
enjoy even the minimum protection of unemployment insurance laws. If any 
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group of American workers desperately needs the protection of the minimum 
wage coverage, it is the group employed in agriculture. 

The changes embodied in H.R. 4948 would extend to agricultural workers the 
benefits of coverage under the FLSA on a gradual basis. The bill proposes that 
the minimum wage be applied step-by-step for hired farm labor as follows: 75 
cents an hour during the first year; 85 cents an hour during the second year; $1 
an hour during the third year, and thereafter the act’s minimum. While maxi- 
mum hour coverage is extended to all hired farm labor covered by the minimum 
wage, the Secretary of Labor is given authority to provide for limitations, 
tolerances and exemptions. In effect, the benefits of the act are extended in 
such a way as to provide ample cushion for a period of adjustment. 

As the committee is well aware, large-scale farms are rapidly dominating 
American agriculture. And it is completely unrealistic to continue to treat the 
large-scale, complex agricultural enterprises of California, Hawaii, and else- 
where as though they were small family farms, 

As a case in point, the sugar and pineapple-growing industries of Hawaii, with 
their enormous capital investments, are big business. Yet their employees have, 
so far, been excluded from the act. 

In the new State of Hawaii, all sugar workers outside the factory or mill 
are eliminated from coverage. This means that out of a total work force in 
1956 of 14,250, there were 12,000 who were not covered by the act at all. 

The pineapple fieldworkers also are not covered. In 1956 there were 3,000 regu- 
lar field employees and an additional 3,000 seasonal workers during the peak 
harvesting season. 

As a result of collective bargaining efforts of the ILWU with the employers in 
Hawaii, both sugar and pineapple fieldworkers have won standards which, in 
most instances, are superior to the provisions of the act, were its provisions 
applied to them. 

For example, overtime pay after 8 hours of work per day is now paid to 
fieldworkers on our sugar plantations. Overtime after 40 hours per week is 
now provided for in the contract on all 26 sugar plantations. Some nine plan- 
tations, which prior to 1958 had enjoyed a 48-hour work week at straight time 
during an agreed-upon exemption period, were brought under the 40-hour 
week provision in a new contract signed last summer. 

In pineapple, all fieldworkers similarly receive overtime after 8 hours of 
work in any one day. And with the exception of a 14-week exemption period, 
when overtime is not paid until after 44 hours, the 40-hour week is the 
practice. 

The significance of what has been accomplished in the way of a standard work- 
day and workweek for sugar and pineapple fieldworkers in Hawaii is readily 
apparent. It is a demonstration in these two major industries that standard 
industrial overtime practices can be established in agriculture without the 
kind of economic dislocations and disasters customarily predicted. 

That this same point holds true with regard to the minimum wage provision 
of FLSA is demonstrated by the evolution of wage levels in the Hawaiian sugar 
and pineapple industries. 

The first agreement signed by the ILWU in sugar was effective on July 1, 
1945. As a result of this agreement the base rate was set at 431%4 cents per 
hour. Over the past decade the base rate for the lowest labor grade has 
been raised—not without some difficulty and cost to the union and its mem- 
bers—to the present rate of $1.19 per hour. All other classifications of labor, 
in both sugar field and factory, are on a higher level. 

The first contracts between the ILWU and the pineapple companies of Hawaii, 
signed late in 1945, were “interim agreements” which covered no cost items. 
The first complete contracts between eight pineapple companies and the respec- 
tive units of the ILWU went into effect in May 1946. At that time the base 
rate for labor grade 1, was 80 cents an hour. At the present time the base rate 
is $1.87 per hour for male workers and $1.27 for female workers. These rates 
will be increased next year under the current collective bargaining agreement. 

Thus the two major agricultural industries of Hawaii—sugar and nineapple— 
have successfully adjusted to conditions far superior to those called for in 
ILR. 4948. And despite all the dire predictions about the establishment of 
these conditions, both industries are flourishing today. 

What has been accomplished in Hawaii certainly cannot be considered a far- 
fetched objective for agriculture on the mainland. While it is true thet the 
union supplied the motive force for bringing about the changes in Hawaii, 
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it is equally true that the pineapple and sugar industries have learned to live 
under decent standards. Is it not time that the Government provided the motive 
force to compel agricultural employers throughout the country to bring their 
working conditions into line with the minimum standards of the FLSA? 

Finally, it might be pointed out that over the years we have heard considerable 
debate about “parity” for the farm operator. But what about the farmworker? 
It is high time that consideration be given to the agricultural worker and that 
he be elevated to a position of parity in his economic status and in his legal 
rights with his fellow workers in other trades and industries. 


GENERAL COMMENTS 


We are well aware that a long line of industry spokesmen have claimed that 
enactment of H.R. 4488 would create an intolerable burden for business. We 
are also aware that spokesmen for agricultural employers contend that H.R, 
4948 adds up to an impossible burden for them. 

There is a simple answer to these objections. If decent minimum standards, 
such as those projected in H.R. 4488 and H.R. 4948, can’t be established at the 
present time and under present economic conditions, then there is little hope 
of ever completing this job. Certainly the prospects for improvement will not 
be greater when the economic situation takes another turn for the worse. 

However, it must be emphasized that the agricultural and food processing 
industries have for too long enjoyed a free ride on the backs of low-paid, over- 
worked, and thoroughly exploited workers. When we compare the wages, hours, 
and conditions of the Hawaiian sugar workers, including the medical care, vaca- 
tions, and pension programs they enjoy, with the conditions in the competitive 
sugar industries selling in the U.S. market, the contrast is certainly startling. 
The mainland cane and beet growers and the offshore producers—all of whom 
are selling a product in the U.S. market which is quite indistinguishable from 
Hawaiian sugar and which sells for the same price—nevertheless continue to con- 
tend that they can’t begin to match the labor standards of the Hawaiian industry, 

We simply don’t believe this to be true. However, to the extent there is any 
truth whatsoever in this position of the rest of the sugar industry, then it in- 
dicates that these employers remain competitive with Hawaii primarily because 
of the subsidy they squeeze out of their field and mill workers. 

This kind of situation is precisely what the Fair Labor Standards Act aims 
to overcome. Enacting the proposed amendments, we feel, will thus be a move 
in the direction of bringing an end to the low-wage, long-hour exploitation of 
sugar and all other agricultural workers. 

In conclusion, I want to point out that the ILWU does not believe that the 
issue posed by the changes embodied in H.R. 4488 can be compromised. To do 
so would be the bargain away the rightful claim of millions of ill-fed, ill-clothed 
and ill-housed citizens, to a decent standard of living. We, therefore. urge that 
the subcommittee stand fast on this measure and recommend its enactment. 

Likewise, the challenge presented by millions of low-paid agricultural workers 
must be faced sooner or later. H.R. 4948 offers an opportunity to make a sub- 
stantial start. We urge its favorable consideration. 


SouUTHERN CRATE & VENEER Co., 
Macon, Ga., March 10, 1960. 
Hon. PHIL LANDRUM, 
Chairman, Landrum Subcommittee, Education and Labor Committee, House of 
Representatives, Washington, D.C. 

DEAR CONGRESSMAN LANDRUM: This will express my opposition to H.R. 4488, 
proposed by Representative Roosevelt, of California, providing for increases and 
extensions in the minimum-wage legislation. 

I believe the increased minimum-wage levels proposed will beyond a doubt prove 
inflationary in effect, but I oppose the bill more specifically on the grounds that 
it represents an invasion of Federal authority in areas where it does not belong. 
I refer of course to the proposed coverage of those in retail service, laundry, dry- 
clesning, and other establishments. 

The proposed application on fruit and vegetable canners and processors would 
also work an undue hardship on these fundamentally agricultural activities: the 
same is true with the proposed extension of coverage for small loggers. Many 
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of these small and independent logging contractors are unable to fulfill the 
technical requirements of compliance. 
After study consideration, I hope your committee will reject this proposal. 
Sincerely yours, 
WILLIAM P. SIMMONS. 


VIKING INSTRUMENTS, INC., 
Hast Haddam, Conn., March 10, 1960. 
Subject: Proposed minimum-wage legistlation—Roosevelt bill (H.R. 4488). 
Hon. Pom M. LANDRUM, 
Member of Congress, Chairman, House Subcommittee on Labor Standards 
House Office Building, Washington, D.C, 

My DeEAR CONGRESSMAN: Because your sponsorship of the Landrum-Griffin 
amendments to the Taft-Hartley law and your subsequent efforts which did 
much to secure their enactment are indications of your courageous and effective 
stand against legislation which is damaging to our economy, I am writing to 
urge your opposition to the subject bill proposing an increase in the minimum 
wage to $1.25 per hour and the extension of minimum-wage coverage. 

I respectfully submit that the most casual consideration of What has hap- 
pened to wages at all levels (and consequently to prices and the cost of living) 
since the minimum wage was raised from 75 cents to $1 per hour must lead 
inescapably to the conclusion that any increase in the present minimum wage 
must be regarded as devaluation of the dollar by a figure equal to the percent- 
age of any such increase. 

As a matter of historical fact, it is inevitable that any increase in the mini- 
mum wage will generate irresistible pressures for the maintenance of existing 
percentage differentials between a higher minimum wage and the wage rates of 
skilled and semiskilled workers and that all such increases must be reflected 
eventually in higher prices and an increase in the cost of living. 

The steadily increasing volume of imports of foreign goods competitive with 
American products—notably from Japan, West Germany and Italy and the 
growing tendency of American manufacturers to establish production facilities 
abroad is mute but eloquent testimony to the irresponsible folly of legislation, 
such as the subject bill, which inevitably increases the cost of living and at the 
same time does further damage to our competitive position in world markets. 

By way of example—our once great shipbuilding industry (of vital importance 
in time of war) is now completely dependent upon naval construction and other 
heavily subsidized projects for a bare existence. Meanwhile, millions of tons 
of new shipping (much of which is being built for American companies) are 
being built in foreign yards because direct labor is the major item of cost in 
shipbuilding and our labor costs have become prohibitive. There can be no 
doubt that this situation will develop with increasing impact in other branches 
of American industry if we continue to tamper with the facts of economic life. 

I sincerely hope vou will agree that any legislation proposing a further in- 
crease in the minimum wage is not in the best interests of the country as a 
whole and that you will use your considerable influence to defeat such legisla- 
tion. 

Most sincerely yours, 
A. C. Davis, President. 


Monarcu Orn Co. 
Savannah, Ga., March 5, 1960. 
lion. Pain, M. LANDRUM, . 
House of Representatives, House Office Building, Washington, D.C. 

DEAR CONGRESSMAN LANDRUM: It is our understanding that the Subcommit- 
tee on Labor Standards of the House Education and Labor Committee began 
hearings on March 2. 1960, on bills which will provide coverage for employees of 
large enterprises engaged in retail trade or service and of other employers en- 
gaged in activities affecting commerce and would also provide for a minimum 
wage under the act of $1.25 per hour. 

We are definitely opposed to extending the coverage of the act insofar as it 
affects oil jobbers and service stations. Our expenses have been steadily rising 
over the years and our margin has not been increased sufficiently to take care 
of this increase in expenses. It would be impossible for indepedent businessmen 
operating service stations to keep these stations opened for 7 days a week if 
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they were covered by any of these proposed bills or if they were subject to.) Reso 
minimum wage. Labor 
We strongly urge that you see to it that we and other oil jobbers and retaj} not no’ 
service station operators and dealers be excluded from any bills that may pf Rese 
approved. Federa 
Sincerely yours, Reso 
J. W. McIntire, President, Jards A 


INDIANA PROPERTY OWNERS ASSOCIATION OF AMERICA, INC., 
Indianapolis, Ind., March 17, 1960. 


Hon. Puit M. LANDRUM, DEAE 
Chairman, House Labor Subcommittee, I woul 
House Office Building, Washington, D.C. hearin; 

GREETINGS: In regard to the bill before your committee to raise the minimum[ I al 
wage from $1 to $1.25. of the 


To give the workers a decent living standard you would have to raise thefminimi 
minimum wage to $2. I am in the rental business and live around where these f service 
people live. After they pay their rent and buy groceries, they have very little} The 
left on $1 per hour. earn 01 

What I am about to say may raise your blood pressure. It would be better f supple! 
if you passed a law that $1.50 per hour is all that could be paid for common fnomic | 
labor. Or better yet pass a law to pay only $1 per hour to common labor. Off I hoy 
course you would not be able to do this under 1 year so contracts could be ad- . 
justed as well as prices reduced. Common labor wages have been pushed up 
too high by a group of people who say they are working in the interest of the 
workingman. 

Hold fast to your seat while I make another statement. I am writing to you 
using carbon paper made in Germany. I did not know this when I bought the 
carbon paper. Not until I had used part of it. High wages are helping boost 
the economy of other nations while our workers are idle. 

I am for the low-wage spiral rather than the high-wage spiral. I purchased 
a brandnew Ford for $400 at $1.50 per day. Now you will pay six times that 
amount, so where have we gotten to? No place. Besides it isn’t what you 
make, it is what we can buy with what you make. Now don’t tell me we have 
more today than yesterday. We partook of the improvements of that day the 
same as we do now. At least I would consider the automobile an improvement 
over the horse and buggy. 

You gentlemen probably come from conservative districts but after you get to 
Washington you go along with your leaders in tax and spend. Then you have Pa 
to raise wages to get more taxes. : ety 

Respectfully yours, ‘aa 
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Henry A. WERKING, Sr., 
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RESOLUTION 6, MINIMUM WAGE, ADOPTED AT THE KENNEBUNKPORT, MAINE, an 
CONVENTION OF THE INTERNATIONAL ASSOCIATION OF GOVERNMENTAL LABOR OF- pa 
FICIALS, SEPTEMBER 12, 1959 a. 
to 
Whereas the economic condition of the Nation as well as the well-being of 
workers depends to a large degree upon level of wages and income; and Cl 
Whereas large numbers of workers have benefited substantially from the fe 
minimum rates set by State minimum wage laws and by the Fair Labor Stand- T) 
ards Act; and m 
Whereas many workers, including agricultural workers, still do not enjoy the Ww 
benefits of either State or Federal minimum wage standards and therefore fall to 
below the level of income necessary to support a decent standard of living for 
themselves and their families ; and of 
Whereas such conditions constitute a threat to the economic security of the th 
Nation as a whole: Now, therefore, be it gt 


Resolved, That this association urge the States to extend their efforts to se > yoy 
cure the enactment of new laws or amendments to existing laws to provide for ihe R. 
statutory minimum wage with coverage of both men and women; and be itfts 7 
further Act ¢o 
App 
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Resolved, That the association support efforts being made to amend the Fair 
labor Standards Act to extend coverage to workers in interstate employment 
not now covered by the act ; and be it further 

Resolved, That every effort be made to extend the coverage of these State and 
Federal laws to workers engaged in agriculture ; and be it further 

Resolved, That we further urge that Congress amend the Fair Labor Stand- 
ards Act to increase the minimum wage from $1 to $1.25. 


NEw York, N.Y., February 27, 1960. 

DEAR Mk. LANDRUM: I am sending you this letter in support of H.R. 4488 and 
I would be grateful if you would include it in the record of the forthcoming 
hearings. 

I am a member of the Citizens Committee on the Fair Labor Standards Act 
of the National Consumers League, and I approve wholeheartedly raising the 
ninimum wage to $1.25 an hour and extending coverage to people in retail, 
service, hotel, and other low-wage industries. 

The value of the increase in purchasing power and the fact that people who 
earn Only a dollar an hour and who have a family to support now have to be 
supplemented by relief makes, on the whole, the raise to $1.25 an hour an eco- 
nomic benefit to the community. 

I hope you will support this bill. 

Very sincerely yours, 
ELEANOR ROOSEVELT. 


STATEMENT OF NEWARK CHAMBER OF COMMERCE 


Newark Chamber of Commerce has taken the stand as opposed to an increase 
inthe minimum wage and to the extension of coverage to retail and service in- 
dustries. 

The chamber is opposed for the following reasons: 

(1) Any increase in minimum wage (or extension of coverage) would have 
the effect of barring many people from employment. 

(2) A raise in minimum wages (or extension of coverage) would mean in- 
(reased costs and prices to consumers (inflation) since wages on up the scale 
would necessarily be raised also to preserve wage differentials among workers 
with different classes of skills and experience. Increased costs would so injure 
the ability to compete, many firms would be forced out of business, disemploying 
their employees. 

(3) Effect on retail and service employment: 

(a) Retailing employs a far greater percentage of temporary and part- 
time employees than any other major industry in the United States. Cover- 
age under the wage-hour law would eliminate most of these jobs.. For ex- 
ample: The small retailer would be forced to discontinue employing these 
part timers if he were required to pay them $1.25 an hour, plus time and 
a half for over 40 hours per week. Those persons normally would be unable 
to find employment in any other industry. 

(vb) The extensive use of temporary and part-time employees during 
Christmas, during vacations, and, in addition, many part-time employees a 
few hours a week on Fridays or Saturdays, etc., no longer would be feasible. 
The temporary or part-time employees generally are nonskilled and a large 
majority of them are high school and college students, retired workers, older 
women, as well as many housewives who simply work a few hours a week 
to supplement the family income. 

(c) The above categories of workers are not the so-called breadwinners 
of the family and certainly do not fall under the proponents’ theory that 
the Federal Government must guarantee everyone who works a wage rate 
sufficient to support a family of four. 

Now, therefore, be it resolved, that the Newark Chamber of Commerce and 
the Retail Merchants Division strongly recommend that members of the 1960 
US. Legislature ask that the existing exemption in the Fair Labor Standard 
Act concerning retail and trade services be maintained. 

Approved and adopted January 28, 1960. 
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Dim™itr County Farm Bureac, 
Carrizo Springs, Tex., February 11, 1960, 
Hon, Joe M, K1ILeore, 
Congress of the United States, 
House of Representatives, 
Washington, D.C. 


DEAR CONGRESSMAN KILGORE: On behalf of the Dimmit County Farm Bureau 
with our main office at Carrizo Springs, Dimmit County, Tex., and representing a 
membership of some 250 farmers and ranchers, I respectfully request permission 
to submit the following statement to the House Education and Labor Committee: 

It is our understanding this committee will hold hearings on minimum wage 
proposals and consider extending the present coverage of the minimum wage law 
and the advisability of increasing the minimum wage rates. Our interest in this 
matter affects the application of this coverage to agricultural workers. It is en- 
tirely possible this committee will not even desire to go into the application of 
this coverage to agricultural workers because we believe there are many impor- 
tant reasons why it should not be applied to agricultural workers. The purpose 
of this statement is to express our opposition to extending the coverage to agri- 
cultural workers and if the committee does not explore further extending of the 
coverage, then our statement need not be entered of record because we are not 
familiar with other details of coverage other than its application to agricultural 
workers. We believe the Congress has been extremely wise in past years in 
refusing to extend minimum wage coverage to agricultural workers. We believe 
the many reasons given by the Members of Congress for their prior action in 
refusing to extend the coverage to agricultural workers are sound and that recent 
years have strengthened the validity of the reasons given. It is an undisputed 
fact the numbers of farmers, small and large, has declined even without the inm- 
position of minimum wage regulations on the farmers. The farmer of fresh 
vegetables and fruits, which are necessarily perishable and must be harvested 
and sent to market within a limited time after maturity of the crop, is tremen- 
dously important to the economy of the country and to the supplying of food 
products to the housewives of America at a cost price that will permit their pur- 
chase and consumption. It is undisputed when vegetables and fruits get too high 
for the housewife, she passes them by. The family is deprived of the benefit of 
vegetables and fruits because the economy figures against the picture. The con- 
sumer does not consume and the farmer cannot dispose of his vegetables and 
fruits. The farmer who grows perishable crops receives no subsidy or govern- 
mental support, or guaranteed sales price, but relies solely on the law of supply 
and demand. It has not been an easy road but he has been able to survive be 
cause of the application of modern techniques and because he can rely on a labor 
supply that is governed also by the law of supply and demand. If his cost of 
producing the crop is increased to the point he cannot sell under the law of sup 
ply and demand at a reasonable profit he ceases to farm. Many farmers have 
ceased to farm even under the present cost of production. If this situation con- 
tinues it cannot help but result in a reduced supply: an inadequate supply can- 
not help but result in an increased cost to the consumer to the point where the 
average American housewife will pass these vital and necessary crops by and 
deprive their family of the benefit of vegetables and fruits as they seek a sub- 
stitute; with an increasing population and a need for a healthy population the 
supply should at all times be adequate so that the American housewife can 
purchase for her family vegetables and fruits. The situation is serious. An 
academic study of the cost of farm produce in time of short supply will forcibly 
emphasize the resulting high cost to the consumer. The farmer would prefer a 
competitive system of supply and demand and even though the growing of the 
crops is speculative due to weather conditions he is willing to take his chance on 
the sale of his crops at maturity. To increase his cost of producing is to place 
upon him an additional hardship in a field which already has its many hardships. 

The farmer is interested in the farmworker. He realizes the necessity for an 
adequate labor supply because when his crops are ready for harvesting they must 
be harvested within a very limited period of time. Asa result the farmer has 
provided modern conveniences on his farms such as electricity, running water, 
ete.. and is furnishing housing to those workers willing to live on the farm. 
Manv farmworkers in this modern time prefer to live in towns nearby. own 
their own homes, and send their children to school. There is not a farm- 
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worker’s child within our area that does not have the privilege of attending 
public school and riding to and from said school on a schoolbus. The farmer 
is a taxpayer and as such contributes to the building of said schools, and we 
believe the record will show the farmers have always supported public education. 
If we were not interested in the farmworker we would not desire to find means 
to continue to stay in the farming business because only by our being able to 
farm is there employment for the farmworker. The farmer has had to apply 
economy operation and the use of the moneysaving equipment to be able to stay 
in the speculative business of farming. The farmer has improved the living 
standards of the farmworker. The wage of the farmworker has increased in a 
much greater percentage than the percentage of the benefit the farmer receives 
from his produce. This has been accomplished by leaving farm wage rates free 
to be negotiated in accordance with supply and demand. We believe the farm- 
worker has made substantial progress without the extension of Government 
authority. One has but to compare the better schools, better housing, and better 
wage scale in farming areas with the same living conditions in industrialized 
areas of our Nation and we believe he cannot help but reach the conclusion that 
wage fixing on behalf of the farmworker would be harmful extension of Govern- 
ment authority. We believe the wage of the farmworker should be negotiated 
on the basis of skill, of productivity, and other related facts. The importance of 
our standard of living depends upon the production of goods and services. In the 
field of perishable foods and the speculative field of the farming business govern- 
mental regulations by wage fixing would, in our opinion, be a harmful extension 
of Government authority. Farm prices have been declining while the cost of 
producing a farm crop is increasing. The farmer is anxious to produce his crops 
so that they might be sold at a price that will be attractive to the consumer. 
The consumer has to buy the products or the farmer cannot sell them. Adequate 
supply of farm products under a free market tend to more reasonable prices to 
the consumer. 

The farmer is interested in benefiting the farmworker because he needs the 
farmworker if he remains in business, and we believe the records will show that 
the farmworker’s income has increased in a much greater proportion than the 
gross income of the farmer. If the farmer cannot farm, there is no market for 
the labor supply, and there is a reduced production which can only result in an 
increased cost to the consumer. The farmer has already absorbed a greater per- 
centage of increased labor costs than he has received in increased farm earnings. 
It is only because of the technical advancements in equipment employed by the 
farmer and an abiding faith in the weather which has given him the courage to 
face the challenge of farming. His ranks are reduced daily; his problems are 
increasing daily; his wage rates should be free to be negotiated in accordance 
with supply and demand practices; the fixing of governmental action of wages 
would be to the farmer a harmful extension of Government authority which in 
the long pull would not benefit the farmworker but would reduce his opportunity 
for employment as the number of farmers continue to decline and thus force a 
farmworker into looking for employment in the industrial areas of our Nation. 

Congressman Kilgore, you have visited in our county many times; you have 
visited our farms: you have talked to us in farm meetings: you have heard our 
problems. and we believe you know of our deep desire to continue to farm and 
we say to you, sincerely, the extension of this legis!ation to the farmworker will 
be the greatest blow to our farming area we have had to meet. We must try 
to continue by selling our products under the law of supply and demand; by 
fighting the weather: by buying on the installment plan the necessary farming 
equipment to try to reduce our growing costs; but we also need the right of 
negotiations on the basis of supply and demand of our farm labor. We think this 
will benefit labor as much as it will benefit the farmer, because we must keep 
an adequate supply of labor. and we constantly work with our farm laborers to 
increase their standards of living and keep our labor supply. 

We would therefore appreciate it very much if you would submit this state- 
ment to the committee to be made a part of the record if the committee should 
discuss the extension of the present coverage to the agricultural workers. If we 
can furnish any further information. or give you any further statistical data 
We will be happy to trv and supply the same. 

Respectfully submitted. 

J. C. OFLKERS, 
President, Dimmit County Farm Bureau. 
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STATE OF WYOMING, 
OFFICE OF COMMISSIONER OF LABOR AND STATISTICS, 
Cheyenne, Wyo., February 19, 1960. 
Hon. Port M. LANDRUM, 
U.S. House of Representatives, 
Washington, D.C. 

Dear Mr. LanprRuM: I would like to add my voice to a great number of 
Wyoming people who think the enactment of improvements to the Fair Labor 
Standards Act at this session is a must. 

1. The minimum wage should be raised to $1.25 per hour in industries covered 
by the Fair Labor Standards Act. 

2. The coverage should be extended to a great many more workers in our 
country. We think the coverage should be extended to at least 7 or 8 million 
more workers in retail, service, hotel, and other low-wage industries. 

In our State these requests not only come from labor leaders, welfare workers, 
ete., but from employers in our State who have a policy of paying a living wage. 
They point out they are faced with competition from employers who pay sub- 
standard wages to their workers. This, of course, is competition that can only 
be taken care of by legislation to protect both the worker and the employer. 

Opposition to this legislation will say it is inflationary. We do not think it 
inflationary for a worker to make $50 a week gross pay. 

Certain groups will ask to be exempted from this act. It has been our ex- 
perience in enforcement of labor laws, those asking for exemptions usually are 
the ones employing workers needing protection the most. 

If we exempt certain businesses from this act according to the number of 
employees they have it would, in some cases, encourage them to hire fewer work- 
ers in order that they would not be covered by the act. 

I further ask that this communication be read into the minutes of your com- 
mittee hearings on this subject. 

Very truly yours, 
Burton L. CLarK, 
Labor Commissioner, State of Wyoming. 


RESOLUTION ON MINIMUM WAGE COVERAGE ADOPTED BY THE GENERAL BOARD, THE 
NATIONAL COUNCIL OF THE CHURCHES OF CHRIST IN THE U.S.A, HARTFORD, 
Conn., FesruArRY 26, 1959 


Whereas through its action on June 4, 1958, on the “Churches’ Concern for 
Public Assistance,” the general board went beyond the subject of charitable 
relief of deprivation and suffering to state its conviction that “basic economic 
security must also be strengthened so that the need for public assistance may 
be minimized” ; 

Whereas in its statement on September 15, 1954, on “Christian Principles and 
Assumptions for Economic Life,’ the general board has also declared that, as 
one basic “norm for the judgment of economic institutions and practices * * * 
Christians should work for a situation wherein all have access to a minimum 
standard of living * * * sufficient to permit care of the health of all and for 
suitable protection of the weaker members of society * * * and of the able 
bodied against hazards beyond their control” : 

Whereas the general board affirmed the need for the extension of minimum- 
wage legislation to migratory farm laborers, “The Church and the Agricultural 
Migrants,” September 19, 1951, and subsequently, February 28, 1957, authorized 
representatives of the national council to testify in favor of the principle of ex- 
tending minimum-wage legislation to migratory farmworkers: and 

Whereas the general board has likewise affirmed the need for the extension of 
minimum-wage legislation as 2 means of securirg defersible minimum living 
standards to other wageworkers in agriculture, “Ethical Goals for Agricultural 
Policy.” June 4. 1958: Therefore, be it 

Resolved, That the principle of minimum wage legislation, Federal and State, 
should be supported as a practical and proven means of assuring at leost the 
minimum standard of living necessary for the maintenance of health and decency 
for family living today, and should be extended to all workers: and that the 
general board authorize representatives of the Notional Council of Churches to 
testify at hearings in support of the nrincivle of the extension of minimum wage 
legislation to include groups not now covered. 
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SOUTHERN RETAIL FURNITURE ASSOCIATION, 
High Point, N.C., February 10, 1960. 
Hon. Puirtiep M. LANDRUM, 
Chairman, Labor Standards Subcommittee, 
U.S. House of Representatives, Washington, D.C. 

DeAR Mr. LANDRUM: Southern Retail Furniture Association represents ap- 
proximately 900 retail home goods dealers in North Carolina, South Carolina, 
and Virginia. 

The board of directors of Southern Retail Furniture Association unanimously 
adopted the enclosed resolution at a meeting January 17, 1960. 

It is the earnest hope of this association that you will strongly oppose all at- 
tempts to remove any part, or all, of the exemption for retailing in the Federal 
Fair Labor Standards Act. 

May we have your views on this, please? 

Thank you. 

Sincerely, 
Dorotiy O. Harris, Secretary. 


RESOLUTION 


Whereas there are proposals pending in Congress to remove the exemption 
for retailing in the Federal Fair Labor Standards Act; and 

Whereas Congress specifically exempted retailing from the act when first 
passed in 1988, and further clarified and strengthened the retail exemption in 
1949 ; and 

Whereas retailing is a strictly local, intrastate activity, each store serving a 
local community, and not sending products into the stream of interstate com- 
merce ; and 

Whereas application of the Federal Fair Labor Standards Act to local retail 
stores would prove impracticable, unenforceable; and destructive; and 

Whereas it would deprive thousands of our workers of their jobs, put hundreds 
of our retailers out of business, and endanger our economy by a new inflationary 
push through higher prices to consumers: Now, therefore, be it 

Resolved, That the Board of Directors of the Southern Retail Furniture Asso- 
ciation, affiliated with the National Retail Furniture Association: 

1. Reaffirms its strong opposition to attempts to remove any part of or all of 
the exemption for retailing in the Federal Fair Labor Standards Act; 

2. Urge all members of the association to communicate their views on this 
vital issue to their Representatives in Congress ; 

3. Directs the secretary of the association to send a copy of this resolution 
to the appropriate committees of Congress, and to all Representatives in Congress 
from the States in which the association has members; 

4. Directs the secretary of the association to take steps that this resolution 
is adequately publicized in the press: 

>. Affirms that it will work cooperatively and with the utmost vigor with 
all organized retail trade groups in a joint effort to preserve the retail exemption. 

Adopted January 17, 1960. 

SouTHERN RETAIL FURNITURE ASSOCIATION, 
Dorotny O. Harris, Secretary. 


STATE OF NEVADA, 
OFFICE OF LABOR COM MISSIONER, 
Carson City, March 1, 1960. 
Hon. Putin M. LANDRUM, 
Chairman, House Labor Standards Subcommittee, House of Representatives, 
Washington, D.C. 

Dear Str: It is my understanding that on March 2, 1960, hearings will be 
conducted before your subcommittee on H.R. 4488, which will extend the coverage 
of the Fair Labor Standards Act to the millions of people in the retail, service, 
hotel, and other low-wage industries, who, at the present time, are not protected 
by this law. 

Therefore, may I strongly urge the passage of H.R. 4488, which provides for 
this extended coverage and increases the minimum wage; and I will appreciate 
it if this letter is included in this record of the hearings in this matter. 

Very truly yours, 
GEORGE 8S. JOLLY, 
Labor Commissioner. 
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WASHINGTON STATE RESTAURANT ASSOCIATION, INC., 
Seattle, Wash., January 15, 1960. 
Hon. JACK WESTLAND, 
House Office Building, 
Washington, D.C. 


Deak Mr. WESTLAND: The members of our industry are tremendously inter- 
ested in 8. 1046, the Kennedy proposal to apply $1.25 minimum wage for every 
restaurant worker in the country. 

We are proud to advise you that the restaurant wages in our State are among 
the highest in the Nation and probably are exceeded only by those in the city 
of San Francisco. In some classifications our scales even exceed San Francisco's, 
However, this legislation, if enacted, would work an extreme hardship on our 
industry as, frankly, we have many problems that are different from many other 
industries. 

For example, we furnish our employees many items not furnished by other 
industries. Generally speaking, we furnish the uniforms or working clothes of 
the employees, maintain them—including laundry and dry cleaning; we furnish 
our employees their meals without any charge and pay them while they are 
eating their meals; many classifications in our industry are notorious for tips 
and in many cases these gratuities are much in excess of the wage scale paid— 
included in this category are bellboys, waiters, waitresses, and many others; and, 
we have a unique and unusual education program which might be likened to 
an apprentice program without the formal status of such a program. Our indus- 
try requires practical on-the-job training and is not something that can be 
learned out of books or in schools alone. It, of course, costs an owner and oper- 
ator of the restaurant substantial sums of money to train his employees and 
consequently he cannot afford to pay them the scale they will receive when they 
become competent and qualified culinary employees. 

We feel that the restaurant industry should not be under any Federal mini- 
mum wage law and this is a matter that can adequately be handled at the State 
level and through union bargaining labor contract. 

Sincerely yours, 
WASHINGTON STATE RESTAURANT ASSOCIATION, 
GrorRGE E. CLARK, Executive Vice President, 


Mip-WESTERN PENNSYLVANIA RESTAURANT ASSOCIATION, 
January 14, 1960. 
Hon. James E. Van ZANpr, 
Congress of the United States, 
House of Representatives, 
House Office Building, Washington, D.C. 

Dear Sir: This letter is in regard to our meeting of the Mid-Western Pennsyl- 
vania Restaurant Association board of directors. 

The following are recommendations with respect to the proposals for extend- 
ing the coverage of the Fair Labor Standards Act. 

Our recommendation is that the exemption from the act presently granted to 
the restaurant industry should be continued. The effects of the restaurant 
industry of the Fair Labor Standards Act, if it is applied, and particularly if 
the minimum wage is raised to $1.25 an hour, will be contrary to the funda- 
mental purposes of the act. In our opinion S. 1046, if enacted, will have the 
following harmful effects on the restaurant industry: 

1. Because of the practice of tipping service personnel, the bill will benefit the 
highest paid employees in the restaurant industry while demoralizing, as well 
as economically injuring, the lower salaried employees in our industry. 

2. The adverse effect on employment in our industry will be greater than on 
any other industry to be covered by the act if S. 1046 is passed. 

3. 8. 1046 will force payrolls in the restaurant industry higher than in any 
other industry to be covered by the act. In our thoughtful consideration, pay- 
rolls will be forced up at least 37 percent on the average throughout the United 
States. 

4. Because payrolls are relatively larger as a percent of cost in the restaurant 
industry than they are in any other substantial industry to be covered, menu 
prices will be forced up more than 15 percent. 
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5. Because our competition is with the lunch pail and the alternative of eating 
at home, a substantial increase in menu prices will sharply curtail sales in 
our industry even though prices of competitors are correspondingly increased. 

6. Since there are literally thousands of marginal restaurants which operate 
on a bare minimum of profit, a substantial decrease in sales will unquestionably 
force many of them out of business. 

7. Because the eating habits of the American public are fixed by physical 
necessity as well as custom, the 40-hour workweek will have a more burden- 
some effect on the restaurant industry than on any industry that will be covered. 
The result will be the widespread use of undesirable, uneconomic split shifts. 


NO ALLOWANCE FOR TIPS 


S. 1046 makes no allowances for tips or gratuities in its definition of wages. 
In construing the present Fair Labor Standard Act, the courts have held that 
“tips are not wages for the purpose of this act” (Pidilla v. Henning Hotel Com- 
pany, 319P. 2d 874). “It must be assumed that in passing this chapter, Con- 
gress knew the generally accepted meaning of the simple words such as ‘tip’ 
and that tips were not included in the meaning of the word ‘wages,’ otherwise 
Congress would have said so” (Harrison v. Kansas City Terminal Ry. Co., 126 
Fed 2d 422). 

If S. 1046 is passed as presently written, waiters and waitresses, personnel 
hardly to be considered in the minimum wage category, people with incomes 
the act was never designed to protect, will receive unfair benefits which by 
economic necessity will ultimately be injurious to all other employees and to the 
public as a whole. Even the State of New York, where wages of restaurant 
employees are among the highest in the country, the law provides for a minimum 
wage of $1 an hour; but for service personnel, makes an allowance of 30 cents 
an hour for tips and 10 cents an hour for meals. This allowance of 30 cents 
an hour for gratuities is by no means a realistic approximation of tips gen- 
erally received. It is more or less an arbitrary figure designed to insure that 
even those employees receiving the barest minimum of gratuities will be pro- 
tected. 

$.1046 will force an increase in the wages of service personnel by at least 
55 cents per hour. This $22 per week will be a discriminating windfall for 
them while other workers will only be assured the minimum of $1.25 an hour. 
This tremendous increase for service personnel will, of course, militate against 
the possibility of raising other wages to justly comparable amounts; and thus 
the injurious effect on nonservice workers becomes apparent. 

To solve this problem we have no recommendation other than to continue 
the present exemption for the restaurant industry. In establishing Federal 
minimum wage standards, Congress necessarily applies a set figure equal for 
every area of the United States. A uniform minimum wage is not equally 
justified as applied to every area because cost of living varies from one part of 
the country to another. In one area, a somewhat higher figure may be re- 
quired than in another area. To a degree, the figure established by the Federal 
Government is somewhat of a compromise. The application of one minimum 
wage to every area of the United States is partly justified on the basis of 
equalizing competition involving labor cost between the States. This is never 
true, however, as applied to the restaurant industry because interstate competi- 
tion simply does not exist in the restaurant industry, Even though in some 
instances it may be necessary to establish a uniform minimum wage through- 
out the United States despite some inequities, we think it should be borne in 
mind that such uniformity will be more harmful, more arbitrary, and more 
unjust in some industries than it will be in other industries. In our opinion, 
the restaurant industry is definitely in this category, particularly because of the 
American custom of tipping in our industry. 

To establish a minimum wage to be applied equally to a waiter in the Waldorf 
Astoria as well as to a waiter in some small restaurant in Arkansas does create 
some inequities. To establish an equal allowance for tips in the two locations 
multiplies the inequities a hundredfold. Because of the local character of this 
problem it is definitely one area better left to the States for regulation. Tips 
will vary not only from one area of the country to another, but they will also 
vary from one community to another in the same State, and even from one 
restaurant to another in the same city. Tips will vary not only in accordance 
with the amount of sale but also as a percentage of sales. In short, tips are 
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so variable, so local in character, that individual States, in establishing minim 
wages, have invariably set one minimum for service workers, one for n 
service workers, another for one city within the State, and still another for 
village or hamlet, and possibly even an additional one for resorts or seaso 
locations. 

In our opinion then, because of the tip problem alone, Congress should 
time to exempt the restaurant industry from the Federal wage and hour lay 
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EMPLOYMENT WILL BE SUBSTANTIALLY CURTAILED 


The application of the Fair Labor Standards Act to the restaurant indus 
will have a greater effect on employ™ent in our industry tthan on any indus 
to be covered under the act. This is because wages will be increased so drasti 
cally in the restaurant industry. Such an increase will have the normal ec 
nomic effect. As we will explain, we honestly believe a 37-percent payroll 
crease will be necessary Mechanization will have to be introduced. Automatid 
cafeterias will replace the service restaurant, the automatic dishwasher wil 
replace human dishwashers; but beyond this effect, and even more impor 
borderline employables will be substituted by more productive help. Beca 
of the restaurant industry’s ability to pace its work according to the individual 
ability to produce, the industry has traditionally filled a need in the America 
economy by offering employment for the unskilled and somewhat unproductive 
worker. As a result, the industry has always provided jobs for many hundred 
of thousands of employees who might otherwise be classified as temporarily u- 
employable. The restaurant industry provides work for the untrained, th 
transient, people temporarily out of work, individuals looking for part-time @ 
temporary employment, and students. 

If the restaurant industry can’t use these people to wash dishes, who can! 
All too often they will be forced to unemployment compensation, public welfare 
or full-time employment. These people, because of their lack of productiveness, 
are invariably paid minimum wages. We know of no place in the United State§),., }, 
where dishwashers and busboys are paid $1.25 an hour. Not even under collec} ypyi¢ 
tive bargaining agreements do their wages approach anywhere near this rate orga; 
In the same establishment where a cook will receive $2 or $3 an hour, a dish] opne 
washer will receive $1. Rightly or wrongly, this is a fact; and we wish to bringf you 
it to the committee’s attention. To force our industry to pay these people a | 
minimum of $1.25 an hour will have a tremendous impact on the payroll of the 
restaurant industry—a far greater impact than on those industries which do 
not employ such a very high percentage of borderline employables. Keep in mini §. 7 
that this act will require the industry to pay a busboy $65 for a 48-hour workweek | ige 0: 

These wage increases will force restaurant operators to seek more productive} indus 
help which will reduce overall employment. We believe more harm will be done] payre 
by substantially eliminating any possibility of employing borderline employable} 4 pet 
than good will be accomplished by increasing minimum wages. For this reason} Th 
we urge you not to eliminate the exemption from the Fair Labor Standards Ad} If re 
of the restaurant industry, which has traditionally filled a need in the American] have 
economy for the employment of personnel of somewhat limited productive ability, | ation 

We also ask you to keep in mind that borderline employables are seldom heads} ‘bout 
of household. The social obligation to the individual worker is not the same as} {tue | 
it is to the sole breadwinner of the family. Through legislation, however, it is} ™pl 
virtually impossible to make a distinction between the two. If the Federal Gov | ‘bles 
ernment is going to assume this obligation, the most practical way to make such} An 
a distinction is to subject certain industries to the act while leaving the other that 
industries unregulated or regulated only by State law. This makes better sense] ‘st 4 
than the Federal regulation of enterprises strictly on the basis of size. Ifa Ask 
living wage is an aim of legislation to establish minimum wages, it makes little] Move 
difference whether employees work for a large or small concern. In either place} tk 
of employment, the minimum standard of living is the same. If you want to} "Us 
provide an escape valve for certain borderline employables, if you want in a prac 
tical way to differentiate society’s obligations to a family man as opposed to the 
individual worker, exemptions of certain industries best equipped to fill this 4 
need, such as the restaurant industry, are not only morally justified but may well dest: 
be morally required. petit 
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PAYROLL WILL BE FORCED UP 37 PERCENT 


The adoption of S. 1046 will force payrolls in the restaurant industry up about 
87 percent. You may well ask why this figure is so high when surveys have 
dearly shown in the past that the application of minimum wages to other indus- 
tries have never had any such effect on payrolls. The reasons why the impact 
will be so great on the restaurant industry are three: 

First, the proposal makes no allowance for tips. Service personnel constitute 
40 percent of the workers in service establishments. We believe the average 
wage in the United States for service personnel, waiters and waitresses, not in- 
duding tips, is not more than 60 cents an hour. In New York where wages 
for service personnel are among the highest, the average wage, not including 


‘Etips, is only 60 cents plus meals. <A 65-cent increase in the wages of service 


personnel, a 108-percent increase, will force payrolls of the service restaurants 
up about 21 percent alone. 

Secondly, the restaurant industry, as we explained, above, employs a very 
high percentage of minimum-wage workers. We estimate that the cost of rais- 
ing all nonservice workers to minimum levels of $1.25 an hour only will in- 
crease total payroll cost over 10 percent. 

Finally, if we are required to raise minimum salaried employees and all serv- 
ice employees to $1.25 an hour levels, we will be forced to raise the whole salary 
structure. Surveys of the effect of previous Federal minimum wage increases 
have not demonstrated that maintaining wage differentials was a serious prob- 
lem in other industries, according to the Department of Labor. Such will not 
be the case in the restaurant industry. Why? Because our most serious wage 
problem in the restaurant industry today, even without the application of mini- 
mum wages, is the problem of maintaining wage differentials between service 
and nonservice personnel. We have no control over the generosity of our patrons 
and no control over tips. Over and over again, a girl will come to work for 
is aS a waitress and in a matter of a few weeks will earn more than a skilled 
cok who has been with us many, many years. How much more will this prob- 
lem be magnified if we are required under Federal law to double the wages of 
service personnel? The cost of raising wages of borderline employables, of in- 
creasing wages to maintain differentials, and of increasing wages of service per- 
sonnel will boost the total payroll cost of the restaurant industry on the average 
throughout the United States by at least 37 percent in our best judgment. 


MENU PRICES WILL BE INCREASED AT LEAST 15 PERCENT 


S. 1046 will force menu prices up at least 15 percent. Payqrolls as a percent- 
age of sales in the restaurant industry are higher than in any other substantial 
industry to which this bill will apply. At the present time, we estimate total 
payroll cost, including all fringe benefits such as meals, pensions, etc., to be about 
40 percent of sales. 

The cost of a 37-percent increase in payroll will bring total cost up 14.8 percent. 
If restaurant operating costs are forced up to this extent, menu prices will 
have to be raised in excess of 15 percent: and this is not taking into consider- 
ation any increased cost which the overtime provisions of the act may bring 
about. These figures are not exaggerated, nor are they complicated. It is 
true that unquestionably there will be offsetting factors such as curtailment of 
employment by increased mechanization and elimination -of borderline employ- 
ables and reduced profits, but these effects in themselves are undesirable. 

An increase in menu prices in excess of 15 percent is a conservative figure 
that virtually every restaurant operator will agree upon. If you have the slight- 
est doubt about this fact, in all sincerity we ask you to check for yourselves. 
Ask any restaurant operator how much a $1.25 minimum applied to all his em- 
ployees will cost him. He knows, and although he will definitely be prejudiced 
on the matter, the factors which will contribute to the increase are so very ob- 
vious that he in fact will be able to prove it to you. 


SALES WILL FALL DRASTICALLY 


A 15-percent increase in menu prices will sharply curtail sales in our in- 
dustry. Nor will the drop in sales be substantially offset by the fact that com- 
Petition will also be forced up. Competition in the restaurant industry comes 
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from the housewife, from her family budget, and from the widespread increase 
in frozen foods, frozen complete dinners, and other convenient items produced 
and merchandised on a low-cost, mass-production basis through supermarkets, 
If prices are forced up to the extent indicated by our evaluation of this law, 
workers will carry their lunches, housewives and families will eat at home. 


MARGINAL RESTAURANTS WILL BE FORCED OUT OF BUSINESS 


A substantial drop in sales will cononongyr ~d force thousands of marginal 
restaurants out of the restaurant business. Profits in our industry are just 
too low to sustain a serious curtailment el sales. The national average profit 
runs between 1 and 3 percent. Of the total number of restaurants that started 
operations in a given year, 50 percent failed in the first year; and of the total 
number started in a given 5-year period, 66 percent failed. And this is the 
case without the effects of S. 1046 as we have outlined them. Why? Because 
our industry attracts individuals seeking to own their own business in a sys- 
tem of free enterprise. Without any doubt, it is a small business industry. It 
is an industry which is open to virtually everyone because the demands for 
specialized skills and substantial capital investment is not as great as in other 
industries. As a result, the restaurant industry has thousands upon thousands 
of marginal operators scraping a bare existence out of their operations, but 
content because it gives them hope for ultimate success and because they own 
their business. 
In conclusion, we recommend that the exemption presently granted to the 
restaurant industry be continued. 
Sincerely, 
ARTHUR E. TAyYtor, 
Taylor’s Restaurant, Altoona, Pa., 
Secrctary and State Director to P.R.A. 


RESOLUTION OF HOTEL, MOTEL & RESTAURANT EMPLOYEE & BARTENDERS’ UNION, 
LOcAL 694 


Whereas the stated purpose of the Fair Labor Standards Act of 1938 was to 
correct the labor conditions “detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and general well-being of 
workers” ; and 

Whereas the present $1 an hour Federal minimum wage is inadequate to sup 
port even a single person at a mere subsistence level because of the rising cost 
of living which has made that minimum less realistic now than it was 4 years 
ago; and 

Whereas millions of American families are forced to struggle along at or below 
this level, while additional millions are denied even this minimal protection 
because of exemptions in the law: and 

Whereas the Nation may never recover from the social and economic cost of 
low wages which breed slum areas, poor health, and juvenile delinquency; and 

Whereas the existence of large aa within our society who are unable, be- 
cause of substandard wages, to find any reality in the American dream, gives 
ammunition to the enemies of democracy in their attacks on our way of life; 
and 

Whereas the productivity of our Nation has meaning only if the purchasing 
power of our people permits them to share in the fruits of this productivity : and 

Whereas the problems of unemployment can be minimized only with an in- 
creased demand for goods from a public with the power to buy; and 

Whereas we in the labor movement recognize that our conditions are closely 
related to the conditions of all workers, union and non-union alike, and that we 
must therefore work to improve the living standards of all Americans; and 

Whereas there are bills pending in the Congress of the United States which 
would increase the present minimum wage to $1.25 an hour and extend cover- 
age under the law to some 8 million additional workers: Therefore be it 

Resolwed, That this Los Angeles County Federation of Labor, representing 
800,000 union members, endorse the Kennedy-Morse-Roosevelt bills (S. 1046 and 
H.R. 4488) ; and be it further 
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Resolved, That copies of this resolution be forwarded to the two California 
Senators, all California Congressmen, and to the President of the United States 
urging them to give full support to the above bills. 

Adopted in regular session of the Hotel, Motel & Restaurant Employees’ & 
Bartenders’ Union, Local 694, May 25, 1959. 

[SEAL] Ira L. Osporn, Secretary-Treasurer. 


SLATER-WHITE, INC., 
San Antonio, Tex., April 15, 1959. 
Senator JOHN EF. KENNEDY, 
US. Senate Office Building, 
Washington, D.C. 

DEAR SENATOR KENNEDY: Your proposal to amend the Fair Labor Standards 
Act, known as Senate bill 1046, carries with it so many contradictory implica- 
tions that I felt that I should speak out, even though my opinion appears to be 
diametrically opposed to yours and is of no particular value from a political 
viewpoint. 

As a person who has worked 50 hours a week for a salary of $9, I feel that I 
know something of low wages. On the other hand, as I have grown older and 
become somewhat more experienced, I have come to recognize that any wage 
which is not earned by proportional production is too high, or conversely, no 
wage that is earned is too high. 

Your proposal divides into two points: 

1. Raise the current minimum wage of $1 per hour to $1.25 for the current 

‘ 40-hour week, and time and one-half for all hours worked over 40 in 1 week. 

2. Extend the coverage of the act to include almost all currently exempted 
employees in local retail and service employment. 

The increasing of the minimum hourly wage by 25 percent without any con- 
sideration whether it is justified by increased productivity is plainly inflationary. 
It merely feeds more fuel to the continuation of wage-price spiral we have been 
watching decrease the purchasing power of our dollar. It is a continuation, in 
fact an acceleration, of the economic pressures on those citizens who are un- 
fortunate in depending largely on fixed incomes from pensions, ete. 

Secondly, your proposal to reach out and throw practically every type of 
employment under the Federal wage and hour regulation completely ignores 
States rights. While this is a serious constitutional question, a more serious 
factor is your compete lack of recognition of the economic impact resulting from 
the national legislation of floor under wages. 

While it is recognized—even in Washington—that the unending wage-price 
spiral has lost us a sizable portion of export market; it has resulted in some 10 
percent of current automobile sales, domestically, going to the lower priced im- 
ported cars, while there is serious employment of automobile manufacturing 
employees; has dislocated certain portions of the steel industry as a result of 
foreign steel being sold at prices that are lower than domestic production 
costs; has resulted in serious petroleum problems due to foreign imports. 

All these factors are indicators of the serious threat to our economic stability 
poised by the growing group of second-class citizens, who can be called by no 
other name than unemployables. 

Secretary of Labor James P. Mitchell in cautioning against raising the current 
minimum hourly wage to $1.25, indicated that the increase legislated in 1956 to 
$1 per hour resulted in “substantial impact on the low-wage industries” and re- 
sulted in some “disemp!loyment.” 

If you care to review actual statistical data, you shall find indisputable proof 
that forced increases in hourly wages, together with the fringe benefits, in 
uddition to increased consumer prices, developed two unexpected, but somewhat 
related results. 

(a) The attrition resulting from the pressure of fixed wages on the one hand 
with inertness of selling prices on the other hand has forced efficiency that 
resulted in fewer workers at a given productive level, developed unemplovables 
of those persons whose productivity did not permit the result of their labor to 
be sold at a profit. 

(b) Substantially greater investment in research that is successfully develop- 
ing more and more laborsaving equipment. 
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Proof of these statements is the current fear of automation expressed by 
labor union officials in their demands for an even shorter workweek under the 
provisions of the existing Fair Labor Standards Act. Furthermore, the current 
automobile labor force—substantially fewer in numbers than in 1950—is pro- 
ducing greater numbers of a more complicated car than were produced in 1950, 
Also, the same production-labor factors are currently depressing employment in 
steel and other heavy industries. 

I am confident that the enactment of your proposal shall result in serious 
decline in business activity with the accompanying unemployment and wide 
spread distress. 

Think seriously, Senator, of the thousands of marginal workers currently gain- 
fully employed in local retail and service industries, who cannot command an 
arbitrarily fixed minimum wage. Consider the danger that thousands of jobs— 
low paying though they may be—may be legislated out of existence. 

Inasmuch as I shall not have the opportunity of testifying before the Senate 
committee in person, I ask that you include this letter in the record of the com- 
mittee hearings on Senate bill 1046. 

With sincere hope that you shall give diligent study to the unspectacular 
yet dangerous factors involved with your proposal, I am 

Sincerely yours, 
OrvaL A. SLATER. 


SHIPBUILDERS COUNCIL OF AMERICA, 
New York, N.Y., February 11, 1960. 
Subject: Opposition to increase in minimum wage. 
Hon. Puit M. LANpDRUM, 
Chairman, Subcommittee on Labor Standards, Committee on Education and 
Labor, House of Representatives, Washington, D.C. 


My DeEAR CONGRESSMAN: The Shipbuilders Council of America, representing 
the major private shipbuilding and ship repair firms in the United States, 
strongly urges that there be no increase in the present statutory minimum wage 
of $1 per hour, as is being proposed in a number of bills now pending before 
the subcommittee. 

Unprecedented foreign industrial competition is being faced by American goods 
and services on all fronts. Low labor costs abroad coupled with a strong revival 
of world economies featuring modern manufacturing plants employing U.S. 
production techniques, is placing American producers in an almost impossible 
marketing position. Our exports have not recovered from the 1958 recession in 
world trade, while our imports of foreign products are increasing steadily. This 
shift taking place in trade positions has many side effects. 

For one thing, the shift in trade balance with imports increasing and exports 
decreasing makes it more and more difficult for the U.S. merchant marine to 
maintain even its present place in oversea commerce. Inasmuch as our ship- 
building and ship repair industry is forced to rely almost wholly on U.S.-flag 
ship operation for its livelihood, this falling off of U.S.-flag ship operation has 
had an immediate and, for various economic reasons, will continue to have a 
magnified deleterious effect on the Nation’s shipbuilding and ship repair industry. 

The council submits that any increase in the minimum wage must in some 
degree inevitably widen the differential between wages in the United States and 
abroad and result in a further loss of competitive industrial position in the 
United States. Various possible steps have been mentioned recently as means 
to stem the influx of foreign low wage cost products from engulfing domestie 
industry in this country. What they may accomplish remains to be seen. 

In the meantime, however, the Shipbuilders Council believes that holding the 
statutory minimum wage at $1 per hour is one positive way to help combat the 
foreign competition which now threatens U.S. industry. Certainly it is an action 
which would not tend to create new discrimination against American goods in 
world trade. 

It is requested that this brief letter opposing any increase in the present $1 
minimum wage be incorporated ir the record of hearings of the committee. 

Respectfully yours, 


L. R. Sanrorp, President. 
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RESOLUTION oF BorouGcH COUNCIL OF THE BOROUGH OF NORTHAMPTON, Pa. 


Whereas the present Federal minimum wage of $1 an hour is inadequate to 
provide a bare subsistence in the United States today; and 

Whereas, more than 20 million Americans lack the guarantee of even this 
inadequate figure and are without any legal limitation on their hours of work; 
and 

Whereas these shocking facts constitute a grave threat to our national economy, 
a challenge to our moral standards as a people, and a peril to our reputation as 
democracy’s showcase throughout the world; and 

Whereas the existence of underpaid-and overworked wage earners is a partic- 
war danger to the well-being of the people of the Borough of Northampton. Un- 
less a national minimum wage standard is established by Federal law, North- 
ampton industries which pay a decent wage scale will suffer unfair economic com- 
petition from those in other communities, especially in the South, which pay 
their employees low, substandard wages and are thus able to undersell our in- 
dustries ;: and 

Whereas there is now before Congress the Keunedy-Morse-Roosevelt bill (S. 
1046 and H.R. 4488), which would greatly ameliorate this problem by raising 
the Federal minimum wage to $1.25 an hour and include nearly 8 million addi- 
tional workers under the protection of the Fair Labor Standards Act: Therefore, 

Resolved, by the Borough Council of the Borough of Northampton, That we 
hereby petition the Members of the 86th Congress of the United States, including 
Representative Francis W. Walter, to enact S. 1046 and H.R. 4488, a bill which 
would increase the minimum wage and extend protection to nearly 8 million ad- 
ditional workers. 

Resolved, further, That certified copies of this resolution be forwarded to the 
Speaker of the House of Representatives, the President pro tempore of the 
Senate, Representative Walter and the U.S. Senators representing Pennsylvania. 

MarTHA M. BUKOVINA, 
President of Borough Council. 

Attest: 

STANLEY A. SKROCKI, 
Borough Secretary. 

Approved the 4th day of February, 1960. 

Ray F. WAHL, Burgess. 

I, Stanley A. Skrocki, Secretary of the Borough of Northampton, do hereby 
certify that the foregoing is an exact copy of a Resolution as adopted by the 
Borough Council on the 4th day of February, 1960. 

[SEAL] STANLEY A. SKROCKI, 

Borough Secretary. 


WESTMINSTER RETAIL MERCHANTS ASSOCIATION, INC., 
Westminster, Md., February 8, 1960. 
Representative GRAHAM A. BARDEN, 
House Office Building, Washington, D.C. 


Deak REPRESENTATIVE BagpEN: The Westminster Retail Merchants Asso- 
dation, Inc., a nonprofit organization, at its weekly meeting today reexamined 
provisions of the Kennedy wage-hour bill (S. 1046), and as stated in a letter 
(July 27, 1959) to Representative Daniel Brewster, opposes this highly dis- 
criminatory bill, which will do a great amount of damage to the retail merchan- 
dising phase of the Nation’s economy. 

The Westminster Retail Merchants Association, Inc., respectfully requests 
that you enter this association’s objections to S. 1046 in the record of House 
wen and Labor Committee hearings on this proposed legislation, as fol- 
OWS: 

(1) More than a minimum rate is involved ; 

(2) Premium overtime applies to those earning above as well as those 
at the minimum rate; 

(8) Executives and white collar workers are involved ; 

(4) Complicated and expensive recordkeeping would have to be set up 
and maintained by employers, whose margin of profit is constantly decreas- 
Ing; 
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(5) Enforcement of the bill’s provisions would be almost impractica, 
and wage and hour agents inspection of books could possibly deprive a retai 
merchant of his constitutional rights and guarantees. 

The Westminster Retail Merchants Association, Inc., which represents 
businesses in Westminster and vicinity, sincerely thanks you for consideratin 
of the above views. 

Very truly yours, 

Pavut H. Smirn, Secretary. 


RESOLUTION No. 344-60, BY THE COUNCIL OF THE CITY OF CLEVELAND 


By Messrs. Bell, Bilinski, Blaha, Brooks, Carr, Colfer, Cotner, DeGrandis, De 
sey, Dennerll, Dombrowski, Duggan, Fakult Flannery, Franks, Gaspar, Gh 
liam, Henry, Hooper, Jackson, Kellogg, Kovacic, Latkovic, Masterson 
McCafferty, McCaffery, Parker, Pecyk, Perk, Russell, Santora, Stanton 
Sweeney. 


AN EMERGENCY RESOLUTION memorializing the Congress of the United States t 
enact into law the provisions of S. 1046 and H.R. 4488, relating to minimum wage 
Whereas the Congress of the United States is now considering legislation (% 

1046 and H.R. 4488) to increase the Federal minimum wage above the present 

inadequate figure of $1 an hour: and 

Whereas a fair and reasonable minimum wage would raise the living stand 
ards of underpaid workers, increase the national income, stimulate busines 
activity, minimize unfair industrial competition based upon sweatshop wages 
and help to solve the problem of runaway shops; and 

Whereas Cleveland has suffered economic distress because of the inadequag 
of the present minimum wage, and is threatened with further difliculties up 
less action is taken quickly ; and 

Whereas the existing minimum wage of $1 an hour has been made obsolete by 
increases in the cost of living, the growth in national productivity and the gen- 
eral rise in wages since the present minimum rate was adopted in 1955: and 

Whereas this resolution constitutes an emergency measure providing for the 
usual daily operation of a municipal department: Now, therefore, be it 

Resolved by the Council of the City of Cleveland: 

Section 1. That the Congress of the United States be and the same is hereby 
memorialized to enact a Federal minimum wage of $1.25 an hour. 

Sec. 2. That the clerk of council be and he hereby is directed to forward 
a copy of this resolution to the Senators and Representatives from Ohio. 

Sec. 3. That this resolution is hereby declared to be an emergency mea- 
sure and, provided it reaches the affirmative vote of two-thirds of all the mem 
bers elected to council, it shall take effect and be in force immediately upon its 
adoption and approval by the mayor; otherwise it shall take effect and be in 
force from and after the earliest period allowed by law. 

Adopted January 25, 1960. 

JacK P. RUSSELL, 
President of Council. 
THAD Fusco, 
Clerk of Council. 
Approved by Mayor Anthony J. Celebrezze January 28, 1960. 
Effective January 28, 1960. 


I, Thad Fusco, clerk of Council of the City of Cleveland, do hereby certify 
that the foregoing is a true and correct copy of Resolution No. 344-60, adopted 
by the Council of the City of Cleveland, January 25, 1960. 

Witness ny hand and seal at Cleveland, Ohio, this 28th day of January, 1960. 


[SEAT] THAD Fusco, 
Clerk of Council of the City of Cleveland. 
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GAINESVILLE Moret ASSOCIATION, 
Gainesville, Fla., February 17, 1959. 
Hon. GRAHAM BARDEN, 
Chairman, House Committee on Education and Labor, 
House of Representatives, Washington, D.C. 


DeAR Mr. BARDEN: This appeal is directed to your attention in the fervent 
hope that you will be able to come to the aid of the motel industry of Florida, 
and, we suspect, the rest of the country in general. 

Our appeal is directed to you, as chairman, of the above committee, in the hope 
that you will present our views in connection with the attempt of certain in- 
terests, to impose on the motel industry the requirements of the wage and hour 
law. 

We represent the local chapter of the Florida Motel Association. It is our firm 
belief that the application of this law to the motel industry can, and will, oper- 
ate to the distinct disadvantage to the great majority of motel operators. It 
should be constantly kept in mind that a great portion of motels are owned and 
operated by individuals, who in most cases have invested their entire lifesavings 
in these enterprises. Further than this is the fact that these people are not 
young any more and we can assure you that the imposition of the requirements 
of this law on this type of business will result in a financial tragedy unequaled in 
the history of small business in America. 

Let us assure you that the feelings of our members does not represent irrespon- 
sible hysteria on their part. We are very much concerned about the far-reaching 
effects of this proposal. 

We respectfully request that you include our statements, contained herein, 
in the recorded hearings of meetings that might be held by your committee to 
discuss this matter. We would also appreciate receiving reports of these 
hearings. 

Very truly yours, 
H. C. WHITEHOUSE, 
Secretary, Gainesville Motel Association. 


STATEMENT OF Max RITTENBAUM, CHAIRMAN, WAGE AND Hourk COMMITTEE, THE 
SANITARY INSTITUTE OF AMERICA, CHICAGO, ILL. 


Honorable chairman and members of the committee, the testimony presented 
herein reflects the views not only of my own firm, Rittenbaum Bros. of Atlanta, 
Ga., but also of 110 firms engaged in the laundering and processing of industrial 
wiping cloths who are members of the Sanitary Institute of America. 

The wiping cloths produced by these firms are sold both in intrastate com- 
merce and in interstate commerce to trade, industry, and Government agencies. 
In addition to the 110 members of our association, there are approximately 200 
other firms engaged in the same activity which are not members of our associa- 
tion. Both association members and nonmembers, however, are governed by the 
provisions of sections 6 and 7 of the Fair Labor Standards Act. Each of these 
firms, therefore, must pay the minimum wage of $1 per hour and an additional 
50 percent for hours in excess of 40 hours worked in any one week. 

The purpose of this statement is to make known to your committee and to 
place on record the position of members of the Sanitary Institute of America 
with respect to House bill H.R. 4488; more specifically concerning the following 
proposals (1) to expand coverage of the Wage and Hour Act so as to limit the 
present exemption now granted certain laundries, (2) to increase the minimum 
wage to $1.25. 

(1) Expansion of coverage of the act so as to limit the present laundry exemp- 
tion: Members of our association strongly endorse that portion of H.R. 4488 
which amends the present exemption granted laundries to read as follows: 

“(3)(t) (3) Any enterprise where such employer has one or more establish- 
ments engaged in laundering, cleaning, or repairing clothes or fabrics if the 
annual gross volume of sales of such enterprise is not less than $250,000 or if 
the sales of such enterprise to customers who are engaged in a mining, manu- 
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facturing, transportation, commercial or communications business amount to 
at least 15, percent of the gross volume of sales or services of such enterprise.” 

The amendment quoted above is long overdue. 

The present exemption granted to certain laundries under the act as amended 
in 1949 creates exceedingly unfair conditions of competition for members of this 
association, all of whom are subject to the minimum wage and overtime pro. 
visions of the FLSA. : 

‘ The wiping cloth laundries or “processors” for whom I speak are, under the 
present Fair Labor Standards Act as amended in 1949, faced with competition 
from other laundries such as family laundries, linen supply laundries, or indus- 
trial laundries who have been granted a special exemption from sections 6 and 
7 of the act provided that their operations conform to certain standards. These 
laundries are granted exemption provided that— , 

“more than 50 percent of the establishment’s annual dollar volume of sales of. 
such services is made within the State in which the establishment is located and 
provided that 75 percent of such establishment’s annual dollar volume of sales 
of such services is made to customers who are not engaged in a mining, manv 
facturing, transportation, or communications business” (par. 154, sec. 18, FLSA), 

As a result of the exemption granted laundries meeting the above require 
ments, it is obviously now possible for any laundry which does 51 percent of 
its business within the State and which makes 75 percent of its sales to custom- 
ers who are not engaged in mining, manufacturing, transportation, or com- 
munications business, still to do 25 percent of its annual volume of business 
through the sale of industrial wiping cloths either within or without the State 
in which the establishment is located without being required to conform to 
sections 6 and 7 of the act. Since these laundries are not required by law to 
pay the $1 minimum or overtime wages, they, of course, have a significant advan- 
tage in competing with wiping cloth laundries who are compelled under the law 
to conform with sections 6 and 7 of the act. Laundries engaged in this practice 
are family laundries, linen supply laundries, and industrial laundries, many 
of whom wash or rewash reclaimed rags or industrial towels for use as wiping 
materials. 

It is the firm conviction of members of our association and of the wiping cloth 
industry that the wage-hour law was not intended to create discriminatory con- 
ditions of competition in any industry. We are entirely in sympathy with the 
philosophy of minimum wages and maximum hours. We believe, however, that 
if we are to be bound by the wage and hour provisions of the act, that our 
competitors should also be so bound. 

Testimony. of Herbert S. Stockney, research director of Laundry Workers 
International Union, AFL-CIO, submitted to the Senate Subcommittee on Labor 
on March 6, 1957, revealed that at that time 200,000 laundry workers were re- 
ceiving less than $1 per hour, that in Galveston, Tex., laundry workers received 
as little as 62 cents an hour. (See pp. 374-375 of hearings before the Subcon- 
mittee on Labor, 85th Cong.) He reported an average minimum wage througbh- 
out the United States at 85 cents—ranging from as low as 60 cents upward. 
(See p. 378 of hearings before 85th Cong.) 

From the above data, it becomes apparent that members of the wiping cloth 
industry are faced with an insuperable handicap in competing with their exempt 
competitors. It is for this reason that we urgently recommend the approval 
of that part of H.R. 4488 which would limit the exemption granted laundries. 
It has been claimed by the various laundry associations that they are purely 
“loca’” in character and that their services are to the housewife rather than to 
industry and commerce. In answering to this argument, it should be noted 
that amendment of the laundry exemption as provided by H.R. 4488 still permits 
laundries to do 15 percent of their volume of business with firms engaged in 
mining, manufacturing, transportation, commercial, or communications business 
without becoming subject to the minimum wage or overtime provisions of the 
act. This would permit a family laundry doing an annual volume of business 
of $249,999 to still process and sell or rent industrial wiping. cloths or towels 
to the extent of $37,500 annually. The 15 percent tolerance still permitted will 
more than amply cover the occasional sales or servicing of those laundries which 
are primarily local in character and engaged in the servicing of nonindustrial 
accounts. Those doing more than 15 percent of business to firms engaged in 
mining, manufacturing, transportation, or communications business, should, in 
all fairness, pay the same wages and overtime which are paid by wiping cloth 
laundries with which they compete. 
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It is our belief that one of the major purposes of H.R. 4488 is to. eliminate the 
numerous loopholes which created injustices and unfair competition because 
certain firms are now covered by the act while their competitors are not. It 
was, we believe, to prevent such situations that H.R. 4488 defines “activity 
affecting commerce” as follows: “ ‘Activity affecting commerce’ includes any 
activity in commerce, necessary to commerce, or competing with any activity in 
commerce, or where the payment of wages at rates below those prescribed by 
this act, or the employment of child labor prohibited by this act, burdens or 
obstructs or tends to burden or obstruct commerce or the free flow of com- 
merce.” 

If the spirit of this definition were carried through to its logical conclusion 
and applied _to the laundry industry, no laundry competing with wiping cloth 
laundries (which, are engaged in commerce) would be granted exemption from 
the act. It is not our intention or desire, however, to seek denial of the exemp- 
tion to those laundries engaged almost exclusively in servicing householders. 
The 15 percent maximum of sales permissible to firms engaged in a mining, 
manufacturing, transportation, commercial, or communications business is a 
fair.and reasonable.tolerance. 

In the interest of equity and fairplay, we again urge you to support passage 
of that section of H.R. 4488 which limits the present unfair exemption granted 
to laundries. 

PROPOSAL TO RAISE THE PRESENT $1 MINIMUM WAGE 


H.R. 4488 proposes that the present minimum wage of $1 hourly provided by 
the act be increased to $1.25 hourly. Members of the Sanitary Institute of 
America are irrevocably opposed to any increase in the present $1 minimum 
rage. 

Our reasons: If the minimum wage were to be increased without at the same 
time expanding coverage so as to include laundries now exempt, it should be 
manifest that the wiping cloth industry could not survive. This statement is 
made advisedly in the conviction that an increase in the minimum wage to 
$1.25 hourly would inevitably result in higher prices for products of our in- 
dustry with the result that the markets which we now serve would be taken 
over completely by exempt laundries or by Japanese products. 

With respect to wiping cloth competition from Japan, I should at this time 
like to quote figures published by the U.S. Department of Commerce, Bureau 
of Census, showing the increase in imports of Japanese wiping cloths during 
the last 6 years. 


Imports of rags from Japan (classification 3227100), cotton rags not including 
paper stock 1952-58, from reports of U.S. Department of Foreign and Domestic 
Commerce, Bureau of the Census 
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It is apparent from an examination of the above table that importation of 
Japanese wiping cloths has multiplied fivefold within the past 6 years. To the 
extent that these products have supplanted products of the domestic wiping cloth 
industry, American workers have been removed from the payrolls of our own 
wiping cloth producers, thus contributing to our present 4,750,000 unemploye'?. 
This encroachment on markets of the domestic industry has resulted solely be- 
cause of the fact that while domestic producers are legally obliged to pay the 
least efficient worker a minimum wage of $1 hourly, Japanese textile workers 
may be employed for 37 yen (914 cents) per hour. This is the hourly wage for 
female workers in the Japanese textile industry as reported by the United Na- 
tions International Labor Organization in 1958. 

Our domestic industry has so far survived, but another increase of the min}- 
mum wage would unquestionably result.in increased unemployment in our own 
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ranks. We simply could not, under such increased costs, compete with the un- 
bridled competition of Japanese products produced by 91%4-cent hourly workers, 

Even more urgent reasons for our opposition are based on principles of sound 
economics and in consideration of the inflationary effect of such an increase upon 
the country as a whole. A higher minimum in any amount will tend to push up 
wages all along the line as each group of workers in turn insists on maintaining 
its differential. The net result would be only to add fuel to the fires of inflation. 

With respect to any increase, our members are in complete agreement with the 
present administration. On March 13, 1959, Secretary of Labor Mitchell ex- 
pressed opposition of the administration to any increase in the present $1 mini- 
mum declaring another boost “would do more harm than good.” He declared 
that the additional increase would throw more people out of work, reduce job 
opportunities, and possibly cause price increases. While Mr. Mitchell recom- 
mended increased coverage of the act, he said that the chances of such extension 
“would be jeopardized by an effort at the same time to raise the minimum wage 
for workers already covered by the act. 

We wholeheartedly concur with the opinions expressed by Mr. Mitchell. This 
concurrence is based on the deep conviction that the Nation has taken all of the 
inflation it can take without resulting disaster. 

We urge, therefore, that the present $1 minimum remain unchanged. 

These views are respectfully submitted this 27th day of April 1959 with the 
request that they be made a part of the record of hearings before the Committee 
on Education and Labor. 


STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS 
IN GENERAL ASSEMBLY, JANUARY SESSION, A.D. 1959 


RESOLUTION H. 1249 Memorializing Congress and particularly the Senators and Rep- 
resentatives from Rhode Island in Congress, asking each to work for legislation 
increasing the minimum wage from $1 to $1.25 an hour 


Whereas in Washington there has been proposed by three Senators and one 
House Member an increase in the minimum wage from $1 to $1.25 an hour and 
extension of wage-hour law coverage to 7 million more workers were proposed 
by three Senators and one House Member ; and 

Whereas the proposed legislation would repeal a 1949 amendment which re- 
stricted the coverage of the wage-hour laws to employees of producers of goods 
in interstate commerce and of others whose operations are closely related and 
directly essential to such production ; and 

Whereas another proposal would extend the wage-hour coverage to several 
enterprises not now covered but still subject to the broad jurisdiction of the 
National Labor Relations Board ; and 

Whereas a third proposal would eliminate certain exemptions from the wage 
hour coverage, such as some local transportation and communication services, 
and specified retail establishments ; and 

Whereas the sponsors said their legislation will be so written as to exempt 
explicitly the so-called ma and pa family-operated enterprises ; Now, therefore, 
be it 

Resolved, That the members of the Rhode Island General Assembly now go 
on record as supporting such proposed legislation, requesting the Senators and 
Representatives from Rhode Island to use their best efforts to have this proposal 
enacted into legislation ; and be it further 

Resolved, That the secretary of state be and he is hereby authorized to trans- 
mit duly certified copies of this resolution to the Senators and Representatives 
from Rhode Island in the Congress of the United States. 


STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS 
DEPARTMENT OF STATE 


OFFICE OF THE SECRETARY OF STATE 


I, August P. LaFrance, Secretary of State of the State of Rhode Island and 
Providence Plantations, hereby certify that the aforegoing is a true copy of 
resolution (H. 1249) entitled ‘‘Resolution memorializing Congress and partic- 
ularly the Senators and Representatives from Rhode Island in Congress, asking 
each to work for legislation increasing the minimum wage from $1 to $1.25 an 
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hour” taken from the records in this office and compared with the original reso- 
lution (H. 1249) passed by the General Assembly at the January session, A.D. 
1959, and became effective April 3, 1959, and now remaining on file and of record 
in this office. 

In testimony whereof I have hereunto set my hand and affixed the seal of the 
State of Rhode Island, this third day of April A.D. 1959. 

[SEAL] Aveust P. LAFRANCE, 

Secretary of State. 


MAINE CANNERS’ & FREEZERS’ ASSOCIATION, 
Portland, Maine, May 4, 1959. 
Hon. JAMES C. OLIVER, 
The House of Representatives, 
Washington, D.C. 

DEAR REPRESENTATIVE OLIVER: In behalf of the Maine Canners and Freezers 
Association I am writing to express to you the opposition of our association to 
any increase in the minimum wage rates and also to the elimination of or to 
any change in the exemptions which apply to the canning industry. The present 
exemptions in the Fair Labor Standards Act which now apply to our industry 
and to which I refer are those found in section 7(c), section 7(b) (3), and 
section 13(b) (4). 

The Kennedy bill S. 1046 proposes to increase the statutory minimum wage 
and to eliminate the exemptions referred to above. The Maine Canners and 
Freezers Association finds that the enactment of the Kennedy bill would work 
extreme hardship on the canners and freezers in our State. We earnestly solicit 
your support to oppose and defeat any measure and specifically S. 1046 because 
of the harm it would inflict upon the industry in Maine. 

Our association bases its opposition to the elimination of the canning ex- 
emptions of the Fair Labor Standards Act on these factors: 

1. Canning operations in Maine are highly seasonal in character. Our Maine 
season is always of very short duration. 

2. Whether and harvesting conditions are subject to extreme variations, 

3. The forces of nature control the flow of the raw product of the cannery 
and processing plant which necessarily dictate that the number of hours per 
day or per week that must be worked in any canning plant during the peak of 
the season will always depend on weather conditions and will always fluctuate 
widely. These natural forces control the amount of raw product that will reach 
any of our plants, 

4. As you realize, practically all of our canning plants are located in Maine’s 
rural areas and small towns where additional labor is not readily available, 
There is typically a serious shortage of available cannery manpower in our 
short aetive season. Some plants operate as little as 20 days; some seasonal 
operations will stretch 8 to 10 weeks maximum. The overtime hours vary and 
are as a rule not sufficient to attract enough labor to operate a regular second 
shift. 

5. Elimination of the canning exemptions would result in penalizing us by 
requiring overtime payments for hours worked in excess of 40 hours a week. 

6. On the national scale the Maine season for producing raw product is un- 
doubtedly the shortest in the Nation. Our period of harvesting and processing 
is therefore necessarily very concentrated, We must operate at top speed, using 
every possible hour. If we are obliged to pay penalty overtime, our costs will be 
higher than those of competing areas where the seasons are longer. Thus, al- 
though a basic purpose of the Fair Labor Standards Act is to prevent discrimina- 
tion arising from different labor costs, removing the canning exemptions would 
foster such discrimination and would particularly harm Maine canners and 
freezers. 

7. Producers and consumers would suffer from an elimination of the canning 
exemptions, for prices would rise, all raw product might not be used, and peak 
quality could not be maintained. 

The Maine Canners’ & Freezers’ Association begs your support in opposing and 
working to defeat the Kennedy bill, S. 1076. 

Sincerely, 
MAINE CANNERS’ & FREEZERS’ ASSOCIATION, 
CHARLES H. BaILey, President. 
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RESOLUTION No. 1 OF THE FARM PLACEMENT ADVISORY COUNCIL OF THE 
DEPARTMENT OF EMPLOYMENT SECURITY OF THE STATE OF TENNESSEE 


The farm placement advisory council of the Department of Employment Se 
curity of the State of Tennessee, having met in Nashville, Tenn., on April 16, 1959, 
among other things, unanimously adopted the following resolution: 

“There has been introduced in the Congress of the United States a proposal for 
the registration and regulation of agricultural worker crew leaders known ag 
H.R. 5930, and entitled, ‘Federal Registration of Crew Leaders.’ The subject and 
proposals embodied in this bill have on many occasions been discussed in agri- 
cultural groups in recent years and consistently there have been actions to reject 
such proposals as a result. 

“The bill, although it purports to be for registration purposes, is in reality a 
licensing procedure for a type of activity not easily definable nor adaptable to set 
regulations since many crew leaders actually are engaged in such activity on a 
part-time or seasonal basis. The requirement of such information for registra- 
tion or licensing as is indicated in this proposal would be so impossible for such 
seasonal or part-time crew leaders as to rule out the continuance of their activity 
in this type work, thereby jeopardizing many farmers’ labor supply at a critical 
period, to say nothing of denying many agricultural workers the opportunity of 
desired employment. 

“We consider the function of regulation and enforcement of employment con- 
tracts a proper function of State law and State governments and suggest that 
State governments are capable, at least as effectively as is the Federal Govern- 
ment, to prevent exploitation of agricultural workers. We firmly believe H.R. 
5930 gives the Department of Labor authority to regulate beyond that even re- 
motely anticipated at the time of enactment of the Wagner-Peyser Act, the 
Walsh-Healey Act, the Davis-Bacon Act, the Mexican farm labor program, and 
other statutes. Toso interpret these acts to include such authority is to stretch 
the imagination beyond our comprehension. 

“For these reasons and the fact that we consider the enactment of H.R. 5930 
as inadvisable, impracticable, and unworkable, we state our unqualified oppo- 
sition to the enactment of H.R. 5930, Federal registration of crew leaders, and 
urge Tennessee Senators and Representatives to actively oppose this bill. 

“Also, from time to time legislative proposals are offered which would further 
regulate farmers in the operation of their farms, and which apparently are de- 
signed to bring farmers under the provisions of the wage and hour law. After 
discussion of these matters and in the interest of farm employers and farm- 
workers we consider such efforts to be detrimental to agriculture and farm 
people. Therefore, we further urge Tennessee Senators and Representatives to 
oppose any legislation or efforts to apply minimum wages and other provisions 
of the wage and hour law to farmers. 

“Copies of this resolution to be sent immediately to Senators Estes Kefauver 
and Albert Gore: and Representatives B. Carroll Reece, Howard H. Baker, James 
B. Frazier, Jr., Joe L. Evins, J. Cartlon Loser, Ross Bass, Tom Murray, Robert 
A. Everett, and Clifford Davis, of Tennessee.” 

William F. Moss, Chairman; Thomas E. Guthrie; W. P. Ridley, Jr.; 
Lonnie Holt; Walter E. Gasser; T. J. Walker: Schuyler Martin; 
Ben D. Stokely; R. J. Howard. 


RESOLUTION OF THE CHAMBER OF COMMERCE, NEW BERN, N.C.—AMENDMENTS TO 
THE Farr Lasor STANDARDS AcT OF 1938 AS AMENDED 





Whereas there are presently pending before the Senate and the House of Rep 
resentatives of the Congress of the United States for consideration various pro 
posals and bills to increase the present minimum wage of $1 and to extend the 
coverage of the Fair Labor Standards Act of 1938, as amended; and 

Whereas the economic condition of the country is such that an enactment of 
these proposals into law would result in an additional increase in the cost of 
living which would be detrimental to the general welfare; and 

Whereas an enactment of such proposals would also result in additional Fed- 
eral control and interference in small and predominately local operated busi- 
nesses; and 
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Whereas an enactment of such proposals will also create a local employment 
problem in regard to employment subject to the coverage of the act versus em- 
ployment not subject to such coverage ; 

Now, therefore, the board of directors of the New Bern Chamber of Commerce, 
in session on May 14, 1959, unanimously went on record as opposing all such 
bills and proposals pending before the Congress of the United States which 
would increase the present minimum wage or extend the coverage of the exist- 
ing Fair Labor Standards Act of 1938, as amended ; 

And, further, the board of directors requested that this resolution be for- 
warded to the Honorable Graham A. Barden, chairman of the House Com- 
mittee on Education and Labor, Congress of the United States, and a copy to 
the Honorable Sam Erwin and the Honorable B. Everett Jordan, Senators from 
North Carolina, Congress of the United States, and that this resolution be 
accompanied by a letter of transmittal from the secretary of the chamber of 
commerce. 

This 





day of May 1959. 
WILLIS MARSHALL, 
President, Chamber of Commerce. 
OLIN WRIGHT, 
Secretary, Chamber of Commerce. 


IpAHO GROWER SHIPPERS ASSOCIATION, INC., 
Idaho Falls, Idaho, May 22, 1959. 
Hon. HAMER BUDGE, 
House of Representatives, 
Washintgon, D.C. 

Deak HAMER: The purpose of this letter is to direct your attention to various 
labor legislation before Congress, particularly Senate bills 1046 and 1085, which, 
if enacted, will eliminate present agricultural exemptions provided under the 
Fair Labor Standards Act. 

Three exemtpions are provided in the Fair Labor Standards Act applying to 
the handling and processing of agricultural commodities, the elimination of any 
one of which will result in increased cost of food at the retail level and lower 
income to the farmer. The food processing and handling industry is unable to 
absorb further increased costs of operation; any more increased costs in labor 
will be passed back to the farmer. 

The Congress which passed the Fair Labor Standards Act wisely included 
these agricultural exemptions, and the need for them is the same today—if not 
more so—as it was when the act was passed. Section 7(b) (3) of the act con- 
tains a partial exemption from the overtime provisions for industries declared 
to be seasonal by the Administrator. This section permits the industry to work 
14 weeks without payment of overtime except for hours worked in excess of 12 
per day or 56 per week. 

Section 7(c) of the act exempts several operations from overtime, including 
the first processing, or canning, or packing of perishable or seasonal fresh fruits 
and vegetables, or the first processing, within the area of production, of any 
agricultural or horticultural commodity during seasonal operations. This sec- 
tion provides a complete exemption from overtime of 14 weeks in the calendar 
year. 

If producers, handlers, and processors of agricultural commodities are to 
continue to ship healthful foods to the tables of America, at a price within the 
reach of all, these exemptions are vital. Should they be removed, many ware- 
houses, especially the small ones, will be forced to either limit or completely 
discontinue their operations. The annual earnings of the employees will be 
affected ; their take-home wages will be reduced because of the fewer hours work 
permitted. The inevitable result will be that a good portion of harvested agri- 
cultural commodities will not be handled or processed due to the warehouses 
being unable to pay overtime wages. 

The old arguments against the burdening of agriculture with restrictions de- 
signed for industrial operations are still persuasive. As you are well aware, 
social legislation represents a delicate balancing of equities. One must face 
these questions: Are employees in agriculture now at such a disadvantage that 
the entire farm economy must be disrupted? Is there situation such that farm 
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costs must be pushed skyward, with inevitable “chain reaction” effect on farmers, 
processors, marketing groups, and, lastly, the consumers? 

There were very good reasons why the agricultural exemptions in their varied 
forms were provided in the Fair Labor Standards Act. If the wage-hour pro 
visions are applied to agricultural operations closely related to the farmer, the 
farmer cannot escape being penalized. Increased costs of packing, processing, 
and the preparation of fresh fruits and vegetables for market, especially in 
rural areas, can only result in reducing the income of the farmer. This is the 
most important reason for the exemptions, coupled with the difficulty of applying 
hourly limitations to the processing and handling of seasonal and perishable 
items. 

Permit me to discuss the factors which set farming apart from manufacturing, 
One word can blanket the entire range of arguments which you have heard and 
will hear again and again, “uncertainty’—uncertainty as to production, uncer- 
tainty as to weather conditions, uncertainty as to sources of labor, uncertainty 
as to transportation, uncertainty as to sales, and uncertainty as to costs. The 
net effect is to make agricultural labor vastly different from that of manufactur. 
ing. To understand this difference, consider the time factor, the kind of labor, 
and the hazards involved in producing a crop from the point of seeding to actual 
transportation to market. Consider also that the fresh fruit and vegetable farm- 
er is the only producer who cannot set a price on the product of his labor. 

Almost all the business indicators went up in March, but there is depressing 
economic news for the Nation’s farmers. The U.S. Department of Agriculture 
has stated: “Farmers’ realized net income this year will be down about $1 
billion or nearly 8 percent.” According to BLS, wholesale prices of fresh fruits 
in March 1959 moved down to index 103.1 from 114.1 in February (1947-9 
average equals 100). For fresh vegetables, including Idaho potatoes, the index 
dropped in March 1959 to 80.4 from 94.5 in February. These facts are further 
evidence of the disaster to agriculture which would inevitably follow the impo 
sition of wage and hour standards to agriculture, or the elimination of any of 
the exemptions. 

Agriculture products cannot be stored and processed at will as in a metal 
working plant, but must be handled or processed when the laws of nature bring 
such products into maturity. Mother Nature, supply, and demand govern the 
fresh fruit and vegetable operations. 

The fresh fruit and vegetables industry does not receive price support—ané 
wants none. We ask only for the privilege to produce and distribute these highly 
perishable and essential foods without unwarranted and unreasonable restric 
tions. 

Idaho is a sparsely populated State and our growers and shippers must com 
pete with industry in obtaining labor, especially eastern Idaho with the govern 
ment AEC program. Due to climatical conditions, potatoes are our main cash 
crop which limits the supply of seasonal labor. A large number of employee 
engaged in sorting and packing the potatoes are farmers living in the community, 
returning to the farms when the packing season is over. Because of the lack of 
transit labor, it would be practically impossible to harvest our potato crops 
without the aid of schoolchildren. 

In conclusion, let me point out that there is a shortage of agriculture workers, 
and any restriction or removal of the agricultural exemptions now in the law 
would prove disastrous to Idaho growers and shippers of fresh fruits and 
vegetables prove disastrous to Idaho growers and shippers of fresh fruits and 
vegetables. Experienced hand labor is essential for fruit and vegetable produce. 
tion and handling. These commodities are easily bruised and become spoiled 
if roughly handled. Suitable machines have not been developed to harvest, 
grade, and size all of these products. Under these circumstances, fresh fruits 
and vegetables must be harvested and handled when ready, and long hour 
just cannot be avoided. 

All of the costs and charges of washing. grading, sizing, packaging, and plat 
ing our fresh fruits and vegetables, in their raw and natural state. into the 
streams of commerce on the way to the consumer, comes out of the pocket of the 
grower. A prosperous agriculture contributes substantially to a healthy and 
prosperous economy, which is not so with fruit and vegetable growers now 
eaught in a cost-price squeeze. 
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We respectfully request and urge your support in maintaining all of the 
exemptions now provided us under the Fair Labor Standards Act. 
Yours very truly, 
Epp Moore, 
Evecutive Secretary-Manager. 


RESOLUTION No. 216 OF THE CITY OF READING, Pa. 


Petitioning the 86th Congress of the United States to enact the Kennedy- 
Morse-Roosevelt bill (S. 1046 and H.R. 4488), a bill which would increase the 
minimum wage and extend protection to nearly 8 million additional workers. 

Whereas the present Federal minimum age of $1 per hour is inadequate to 
provide a bare subsistence in the United States today ; and 

Whereas more than 20 million Americans lack the guarantee of even this 
inadequate figure and are without any legal limitation on their hours of work; 
and 

Whereas these shocking facts constitute a grave threat to our national econ- 
omy, a challenge to our moral standards as a people, and a peril to our reputa- 
tion as democracy’s showcase throughout the world; and 

Whereas the existence of underpaid and overworked wage earners is a par- 
ticular danger to the well-being of the people of Reading. Unless a national 
minimum wage standard is established by Federal law, Reading industries 
which pay a decent wage scale will suffer unfair economic competition from 
those in other communities, especially in the South, which pay their employees 
low, substandard wages and are thus able to undersell our industries; and 

Whereas there is now before Congress the Kennedy-Morse-Roosevelt bill (S. 
1046 and H.R. 4488) which would greatly ameliorate this problem by raising the 
Federal minimum wage to $1.25 and include nearly 8 million additional workers 
under the protection of the Fair Labor Standards Act: Therefore 

Resolved by the Council of the City of Reading, That we hereby petition the 
Members of the 86th Congress of the United States, including Representative 
George M. Rhodes of Berks County, to enact 8. 1046 and H.R. 4488, bills which 
would increase the minimum wage and extend protection to nearly 8 million 
additional workers. 

Resolved, That certified copies of this resolution be forwarded to the Speaker 
of the House of Representatives, the President pro tempore of the Senate, 
Representative Rhodes, and the U.S. Senators representing Pennsylvania. 

Passed council, July 22, 1959. 

DANIEL F. McDevitt, Mayor. 

Attest: 

I, Samuel H. Rothermel, city clerk of the city of Reading, Pa., do hereby 
certify that the foregoing is a true and correct copy of the original resolution 
passed by the Council of the City of Reading, on the 22d day of July A.D. 1959. 
Witness my hand and seal of the said city this 7th day of August, A.D. 1959. 

[SEAL] SAMUEL H. RorHERMEL, 

City Clerk. 


RESOLUTION Opposinae S. 1046, By NorrH CAROLINA ASSOCIATION OF QUALITY 
RESTAURANTS, INC. 


We, the directors of the North Carolina Association of Quality Restaurants, 
this day go on record as vigorously opposing S. 1046, the bill by Senator Kennedy 
to raise the Federal minimum wage to $1.25 per hour and include service per- 
sonnel such as restaurants employ. Passage of this legislation would add to 
the already ruinous inflation, more than double the average wage paid to such 
personnel, force menu prices upward, reduce restaurant sales, curtail employ- 
ment, eliminate jobs for workers of limited productive ability, and force many 
restaurants to close their doors. With the real value of the dollar steadily 
declining, we think it foolhardy to adopt any legislation that means further 
inflation. 
~ We respectfully ask the North Carolina Members of the Congress to oppose 
the Kennedy bill at every opportunity. The restaurant industry simply cannot 


afford it. 
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In the event the bill appears headed for enactment, we strongly urge you to do 
all in your power to exempt the restaurant industry from its provisions just 
as it has been exempted from all previous Federal minimum wage laws. 


SKIPPER KENT’s, 
San Francisco, Calif., June 13, 1959. 
Representative WILLIAM S. MAILLIARD, 
House of Representatives, Washington, D.C. 


DeaR REPRESENTATIVE MAILLIARD: We are unalterably opposed to the proposed 
$1.25 minimum wage for restaurant employees. 

Our employees, in addition to the union wage scale, receive hospital and medical 
benefits which cost us $15 per month per employee. This amounts to more than 
50 cents each day for a 5-day week. Their meals are also furnished at a cost to 
the employer of $1.15 per day per employee. In the case of our waiters, we 
buy their shoes in addition to supplying uniforms and laundry for every 
employee. 

The tips and gratuities received by our waiters are very generous, and, along 
with their salaries and other benefits, add up to a very substantial wage. 

Should this $1.25 minimum wage extend to cover restaurant employees, the 
resultant necessary increase in menu prices would undoubtedly result in further 
reduction in sales. In the final analysis, it would actually necessitate a reduction 
in our labor force. 

We trust that you will exert all your efforts to see that this proposal is 
defeated. 

Yours very truly, 


SKIPPER KENT. 


BALTIMORE STEAM PACKET Co., 
Baltimore, Md., May 14, 1959. 
Hon. Bpwarp A. GARMATz, 
Member of Congress, 
House Office Building, Washington, D.C. 


Dear Mr. GArRMATz. The Fair Labor Standards Act at present in effect exempts 
seamen from the minimum-wage provision, section 6, and the maximum hours 
provision, section 7. It also exempts as to maximum hours, section 7, all trans- 
portation industry subject to part I of the Interstate Commerce Act. 

For the reasons pointed out in the attached memorandum, should these exemp- 
tions be eliminated, this company would have to discontinue business. 

It is of the utmost importance to the survival of this company that the pres- 
ent exemptions be continued as to seamen and as to water transportation in- 
dustry subject to part I of the Interstate Commerce Act. 

The vast coastwise freight and passenger industry (with the exception of this 
ohe company) has, due to excessive costs, already gone out of business, and I 
earnestly solicit your support in continuing the above exemptions as they now 
exist and thus enabling this 119-year-old company to survive and continue to 
offer employment to many people dependent on its operations and provide for 
the public a service recognized as essential by military and commercial organi- 
zations. 

Sincerely, 
R. E. Dunn, President. 


STATEMENT OF BALTIMORE STEAM PaAcKET Co. (OLD Bay LINE) 


The Fair Labor Standards Act at present in effect exempts seamen from the 
minimum-wage provision, section 6, and the maximum hours provision, section 
7. It also exempts as to maximum hours, section 7, all transportation indus- 
try subject to part I of the Interstate Commerce Act. 

The House and Senate are now considering proposals to amend the Fair Labor 
Standards Act to eliminate the above exemptions. 

The Baltimore Steam Packet Co., which has been operating in inland water 
freight and passenger service for 119 years, and is the oldest steamship line in 
existence in the United States, will definitely be put out of business should the 
above exemptions be eliminated. 

All of the first-class freight and passenger coastwise steamship lines formerly 
operating on the Atlantic coast in general cargo service have already been 
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forced out of business because they were unable to profitably operate principally 
because of high wage rates, and the Baltimore Steam Packet Co. is the une re- 
maining standard domestic freight and passenger steamship line operating on 
the Atlantic coast in general cargo service still in existence. 

The term “seamen” applies to every position on a vessel from captain to 
galley boy, mess boy, etc. If the proposed provisions should become law, such 
ratings as galley boy, mess attendant, etc. (already receiving a fair salary, 
plus relief, food, lodging, uniform, and health protection), would have to be 
raised, which would in turn disturb the relationship between those wage rates 
and the wage rates applicable to other positions resulting in a substantial and 
prohibitive increase in the cost of this unsubsidized steamship company. How- 
ever, the situation is much worse than this, because the Bay Line must operate its 
freight and passenger service 7 days a week. It operates, under the regulations 
of the U.S. Coast Guard, a two-watch system on a 12-hour voyage; that is, 6 hours 
on and 6 hours off, but employees, most of whom make their home on the vessel, 
are not fully employed during that time because their duty does not require 
employment, and, because, out of every 24 hours, 12 hours is port time, but 
under the setup as it exists, additional working time might be claimed and 
this would mean that the earnings of a galley boy, porter, and mess attendant, 
etc., would be further substantially increased because of the hourly provision, 
and again it would mean that the wages of all other positions on the vessel 
would have to be adjusted accordingly and the Bay Line already operating at a 
loss could not continue in business under such a wage arrangement. While the 
proposed amendments may provide that “off duty periods aboard ship when em- 
ployee rendered no service” shall not be included, this is not a workable pro- 
vision as employees may be called for duty for a short period (minutes) several 
times during a voyage and this provision would be difficult and practically im- 
possible to administer. 

As stated above, the present act exempts from the maximum hour provision 
all corporations subject to part I of the Interstate Commerce Act, but the new 
provision limits this exemption to railroads and related industries and excludes 
the inland water transportation industry although that industry is also subject 
to part I of the Interstate Commerce Act. The principal reason for this ex- 
emption is that the railroad industry must operate 7 days a week and it can- 
not always adjust its working schedule so that a 40-hour week will be observed. 
The exact same conditions apply to the inland water transportation service 
operated by the Baltimore Steam Packet Co. Usually, an industry subject to 
the maximum hourly provision of the Fair Labor Standards Act can adjust 
its work schedule and arrange its employment on a 5-day week so that there is 
no overtime payable under the Fair Labor Standards Act. In the case of an 
industry like this company that is continuously in operation 7 days a week, the 
40-hour week cannot always be observed in the case of all employees, and the 
result would be, if industries such as the Bay Line have to observe the 40-hour 
week, a premium for exceeding the 40-hour week must be paid continuously 
with a consequent undue burden, particularly on this inland water transporta- 
tion operating always on a narrow margin of profit and presently operating at 
aloss. At any rate, the same exemptions should continue to apply to all corpo- 
rations subject to part I of the Interstate Commerce Act. 

When the Fair Labor Standards Act was first amended, Congress made ap- 
plicable to the shipping industry the exemptions referred to above, and in every 
instance where amendments to this act were considered, Congress continued 
those exemptions. It is absolutely essential to the continued existence of this 
company, whose owners have received no return from it for many years, that the 
exemptions be continued. 


SOUTHERN PACKING Co., INC., 
Baltimore, Md., June 4, 1959. 
Hon. Epwarp A. GARMATZ, 
House of Representatives, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN GARMATZ: We are greatly concerned over the fact that 
included in the Kennedy bill (S. 1046), which is now under consideration in your 
legislative body, is a very serious matter to the food-processing industry. We, 
as food processors, have reference to the agricultural exemptions which have 
been very necessary to our efficient operations since the passage of the original 
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wage and hour law in 1938. We precisely mean exemptions 7B3 and 7C, which 
are the exemptions for seasonal and first processing of agricultural products in 
the Fair Labor Standards Act. We earnestly request that these seasonal agri- 
cultural exemptions 7B3 and 7C be retained. 

In the processing of perishable food it is impossible to regulate growing con- 
ditions so that frequent gluts of fruits or vegetables are not obtained and with 
the exemptions 7B3 and 7C we can process these without involving ourselves in 
overtime. Without these exemptions we would run into serious overtime and 
frankly have to curtail our operations at certain times to avoid runaway costs, 
which in turn can effect the agricultural situation we feel most seriously. 

We trust that you will do everything possible to work for the retention of said 
agricultural exemptions in the Fair Labor Standards Act—namely, exemptions 
7B3 and 7C—each of which give us a 14-week exemption when handling fresh 
produce for 14 weeks in the year only. In other words these exemptions do not 
exempt us from overtime the entire year, but only when necessary to handle 
fresh produce. 

Very truly yours, 
SOUTHERN PACKING Co., INC., 
W. E. LAMBLE, Jr., President. 


EstTI1t1, 8.C., April 28, 1959. 
L. MENDEL RIVERS, 
Care House Office Building, 
Washington, D.C.: 

My men don’t work for me all the time and don’t want a steady job. I just can’t 
log wood by the hour and keep records. Bills S. 1046 and H.R. 4488 would 
force me and other little businessmen out of business. Pray you will help to 
keep these exemptions. 

B. R. Lona. 


EstTI11, S.C., April 28, 1959. 
L. MENDEL RIVERS, 
Care House Office Building, 
Washington, D.C.: 

Twelve-man and seasonal exemptions must be maintained to preserve the 
independence of thousands of small businessmen in this section engaged in pulp- 
wood and sawmill operations. Most seriously urge you exert your influence to 
keep present status these exemptions. 

HuGusie£ E. Lone. 


EstTIL1t, 8.C., April 28, 1959. 
L. MENDEL RIVERS, 
Care House Office Building, 
Washington, D.C.: 

Elimination of 12-man exemption unfair to small pulpwood operator. Will 
require added labor to keep records and add more burdens on us. We need 
your support to keep Senate bill 1046 and House bill 4488 from passing. 

DET BOWERS. 


EstTIL1, 8.C., April 28, 1959. 
L. MENDEL RIVERS, 
Care House Office Building, 
Washington, D.C.: 

I am a pulpwood producer and operate under the 12-man and seasonal 
exemption. Could not remain in business if I had to keep records of hours 
worked by my men. Urge you use your influence to prevent changes in present 
12-man and seasonal exemption. 

G. G. TROWELL. 


EstTI1z, 8.C., April 28, 1959. 
L. MENDEL RIVERS, 
Care House Office Building, 
Washington, D.C.: 
If 12-man and season exemption are removed by bills S. 1046 and H.R. 4488, 
the small pulpwood operator will have to go out of business. Your influence 
requested to maintain present status. 


R. H. Evviorr. 
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SuHorty’s RESTAURANT, 
Milwaukee, Wis., July 25, 1959. 
Congressman H. REvss, 
Washington, D.C. 

DEAR CONGRESSMAN: It seems to me that when you were running for office, 
part of your platform was that you would do something for labor and small 
businessman. I do hope that you will remember us small businessmen and vote 
against the extension of the Federal wage bill. This bill if passed will break 50 
percent of the restaurants in Wisconsin, because if we have to pay $1.25 per hour 
to waitresses we will have to raise our menu prices and by doing so we will raise 
ourself right of business. 

My waitresses in my family type restaurant are averaging with tips $80 per 
40-hour week. 

So please Mr. Reuss for the sake of the small businessman, which there are 
many of them, vote against the extension of the Federal wage bill. 

Yours truly, 
Snorty’s RESTAURANT, 
Isaac SADER, 
Vice President of Wisconsin Restaurant Association. 


NortH BELLE VERNON, Pa., April 13, 1959. 


DEAR CONGRESSMAN BARDEN: I am writing regarding the two bills now in the 
subcommittee, S. 1046 and H.R. 4488, to raise the minimum standard wage and 
extended coverage. 

At the present standard of living $1 per hour is scarcely adequate to meet the 
bare necessities of life, leaving little or nothing for emergencies, such as, medical 
bills or taxes to name a few. 

I have been the main support of my family for several years, since my husband 
has been unable to get a job and though we own our home, which was an old 
house when we bought it, and having raised four children, the repairs on the 
house have of necessity been few and far between. 

I feel that a higher minimum wage would enable many families like myself to 
do more if the hourly minimum wage was increased to $1.25 per hour thus also 
creating work for others and increasing our purchasing power with extended 
coverage to the millions of others, workers, not now covered. 

I respectfully request that this letter be incorporated into the hearings on 
these two bills. 

Thank you, sincerely, 
Soputa RizzvuTtro, 
Recording Secretary, Local 595, Monessen, Pa., 
Amalgamated Clothing Workers of America. 


DANNENBERG’S DEPARTMENT STORE, 
Macon, Ga., May 29, 1959. 
Hon. Put M. LANDRUM, 
Member of Congress, 
House of Representatives, 
Washington, D.C. 

My Dear Mr. LANDRUM: Speaking in behalf of the Dannenberg Co., and also 
of the thousands of small independent business firms in the South and elsewhere 
in this country, we would ask your help in defeating a proposed new pending 
legislation, namely, the “Kennedy wage-hour bill” (S. 1046). 

The Dannenberg Co. employs from 125 to 250 people. We are a department 
store in business in Macon, Ga. 92 years. 

Most of our employees have been with us from 10 to 45 years. 

Due to the low rents and small expenses here nearly all employees own their 
own homes, cars, etc. They are thoroughly satisfied to make less and hold their 
jobs as their expenses are very low. 

The proposed law will necessitate stores of this kind raising their markup 25 
percent or going on a self-service basis which would force us to drop about 100 
older employees. 

We do not want to drop our old employees or to raise prices 25 percent. There- 
fore we would appreciate your cooperation in defeating this proposed law and 
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saving the last few remaining home-owned stores as well as the thousands of 
their employees. 
Thanking you in advance for your cooperation, we are 
Sincerely, 
JOE W. DANNENBERG, President. 


PICCADILLY CAFETERIA, 
Dallas, Tex., March 4, 1960. 
Hon. Puit M. LANDRUM, 
House Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN LANDRUM: We are happy to know that we have a friend 
from the South on the Subcommittee of the House Education and Labor Com- 
mittee. 

Will you please oppose extending the coverage of the Federal wage-hour law 
and increasing the minimum wage. 

We give a large number of unskilled colored, Spanish and white people jobs. 
We try hard to develop these people into higher paying jobs. If we are forced 
to pay them $1 to $1.25 per hour, we could not afford to give them jobs. Our 
payroll now runs 35 percent or higher. I am afraid this would cause a big 
unemployment problem in our industry. 

If we raise our selling prices we will force our customers to eat at home or 
carry their lunch. 

Congressman Landrum please give this a lot of thought. We are very con- 
cerned about this bill. It’s not that we would not like to raise wages. It’s that 
we just don’t make that kind of profit. 

We are sure that you can understand, but try to get those other fellows to see 
our problem. 

Sincerely yours, 
JAMES E. RAamic, Manager. 


PICCADILLY CAFETERIA, 
Baton Rouge, La., March 3, 1960. 
Congressman PHIL M. LANDRUM, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN LANDRUM: I manage the Piccadilly Cafeteria at 214 Third 
Street, Baton Rouge, La. I am writing you to object to the passage of the 
amendment to the Federal wage and hour law which will increase minimum 
wages and broaden the coverage of the act. It is my understanding you are 
chairman of the subcommittee conducting hearings regarding this legislation. 

Much of our help is unreliable and frequently change jobs. Their duties 
require no skill whatever and most of them have no desire to improve their 
position. Otherwise they would become cooks or supervisors. The jobs they 
perform are not worth $1 per hour, much less $1.25 per hour especially in view 
of the fact a great deal of their time is nonproductive. 

The increase in the minimum wage to $1.25 per hour may be justified in the 
East and North, where wages are much higher than they are in this area, but 
at the present time the general wage level in this city is not such that it would 
justify an increase and it will throw all other wages out of balance. 

If our business were made subject to a $1 or $1.25 per hour minimum wage, 
it definitely would not be able to absorb the increased cost. We believe, assum- 
ing the same number of meals would be served, that we would have to increase 
selling prices to the general public by 15 to 20 percent in order to cover the 
increase in our payroll. 

For the above reasons, Congressman Landrum, I urge you to oppose extending 
the coverage of the Federal wage and hour law and increasing the mini- 
mum wage. 

Yours truly, 
FE. J. Trev, Vanager. 


PICCADILLY CAFETERIA, 
Baton Rouge, La., March 2, 1960. 
Hon. Putt M. LANDRUM, 
House Office Building, Washington, D.C. 
Dear CONGRESSMAN: I am writing you as the only representative of the South 
on the Labor Standards Subcommittee. When your subcommittee begins hear- 
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ings on the minimum wage bill, I urge that you use your influence as chairman 
to prevent enactment of this legislation. 

Life and cost-of-living in cities of the South are far different than in huge 
metropolitan cities elsewhere, and it is a fallacy to have a Federal minimum 
wage which applies everywhere. 

With headquarters in Baton Rouge, we employ 1,100 employees in 12 cafeterias 
in three States with an annual sales volume of $7 million. Our success, similar 
to that of S. & W. in Atlanta, has been built on the principle of serving delicious, 
wholesome food at reasonable prices. 

We operate places which cater to families, that families can afford. Our aver- 
age customer check for a meal is under $1. Would it be fair to require us to pay 
the same minimum wage as a cafeteria in a large city in the North or East with 
a check average which is likely to exceed $2? 

Furthermore, we are able to employ a large number of Negroes, Mexicans, and 
“marginal type” white workers. An inevitable consequence of our being subject 
to a $1 or $1.25 per hour minimum wage would be for many of this type of em- 
ployee to be forced onto relief rolls by being replaced gradually with -higher 
type more capable workers. 

Congressman Landrum, I strongly feel it will be best for the South for you to 
oppose the changes in our wage-hour law. I certainly hope that you agree. 

Yours truly, 
W. A. Ricuarps, Hvrecutive Vice President. 


PICCADILLY CAFETERIA, 
Lubbock, Tex., March 3, 1960. 

DEAR CONGRESSMAN LANDRUM: I manage the Piceadilly Cafeteria at 1102 Ave- 
nue K, in Lubbock, Tex. I am writing you to object to the passing of the wage 
and hour law that is up for amendment to broaden and increase the hourly wage. 

A large percent of our employees does not have to be skilled to do the routine 
work they do, we could not afford to pay them $1 per hour much less $1.25 per 
hour. Much of the time our employees are here is nonproductive of income, 
although we will be put on the same basis as a business that operates 24 hours 
a day. 

We employ a large number of colored people therefore they would be subject to 
the $1 or $1.25 per hour. 

I believe if the passage of such a bill will certainly affect the number of un- 
employed in this area, It will cause a number of small businesses to close, and 
I would have to cut our employees in half to keep open. The general public 
would not stand for us to increase our selling prices enough to take care of 
the additional overhead we would have. This is only a very few reasons Con- 
gressman Landrum, that I urge you to vote against extending the coverage of 
the Federal wage-hour law and increasing the minimum wage. 


Car GOAvDE, Manager. 


PICCADILLY CAFETERIA, 
Wichita Falls, Tex., March 4, 1960. 
Hon. Putr M. LANDRUM, 
House Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN LANDRUM: I urge that you oppose extending the coverage 
of the Federal wage-hour law and the increasing of the minimum wage. 

The increased cost of operation would force us to raise our prices 20 percent, 
and with increased prices customers would be lost, and so probably 30 percent 
would be required. 

I would suggest that the provisions of the old act with reference to who is 
covered by the act be left as they are and that the act not be amended to cover 
businesses such as ours. 

I feel the act is only inflationary and you can use your vote to prevent further 
inflation. 

Yours truly, 
Pui. LISTEN, Manager. 


PICCADILLY CAFETERIA, 
Baton Rouge, La., March 14, 1960. 
Dear CoNGRESSMAN LANDRUM: I manage the Piccadilly Cafeteria at 3164 Gov- 
ernment Street, in Baton Rouge, La. I am writing you to object to the passage of 
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the amendment to the Federal wage and hour law which would increase the 
minimum wage and broaden the coverage of the act. Much of our help is un. 
reliable and frequently change jobs. Their duties require hardly any skill at 
all, such as washing dishes, maids, and other routine work. The jobs they per. 
form are not worth $1 per hour, much less $1.25 per hour, especially in view of 
the fact a great deal of their time is nonproductive. We are able to employ in 
our type of business a large number of Negroes and “marginal’’ type white 
workers which eventually would have to be replaced with higher type, more 
capable workers if we were subject to a $1 or $1.25 per hour wage minimum, 
Our waiters are paid a salary and in addition they make tips for serving the 
cafeteria trays which earns them a net wage higher than most of my other em. 
ployees but, as I understand the act, it will be necessary to pay waiters a mini- 
mum of $1.25 per hour regardless of the tips which they earn. We have 12 
waiters. I can’t see any other course but to discharge them if I am required 
to raise their salary to $1 or $1.25 per hour. 

I believe that the passage of such a bill will have the effect of decreasing 
employment in this area. Our average customer check for a meal is under $1. 
How can we pay the same minimum wage as an eating place in the North or 
East in a large city with a $3 or $4 check average. For these reasons, Congress- 
man Landrum, I urge you to vote against extending the coverage of the Fed. 
eral wage-hour law and increasing the minimum wage. 

Yours truly, 
LEONARD SELF. 


PICCADILLY CAFETERIA, 
Fort Worth, Tez., March 8, 1960. 

DEAR CONGRESSMAN LANDRUM: I am manager of the Piccadilly Cafeteria at 
904 Houston Street here in Fort Worth, Tex. I am writing you to object to the 
passage of the amendment to the Federal wage and hour law which will increase 
the minimum wage and broaden the coverage of the act. 

We are able to employ in our type of business a large number of Negroes and 
“marginal type” white workers. An inevitable conequence of our being subject 
to a $1 or $1.25 per hour minimum wage would be for many of this type employee 
to be forced onto relief rolls by being gradually replaced with higher type, more 
capable workers. I believe that the passage of such a bill will have the affect 
of decreasing employment in this area. 

This bill is not flexible enough to apply to this State where the going wage is 
lower than it is in the industrial areas of this country and it appears to me that 
some presidential aspirants are only to make votes at the expense of the small 
businessman and are trying to use you to advance their own political ambitions. 

I have had my labor costs extended at $1.25 per hour and, frankly, I don’t see 
how I can stay in business, because the rising costs of foods and other things 
have increased my costs so much already that my customers. won’t stand for 
another increase in my selling prices. 

These are just a few reasons I urge you to vote against extending the coverage 
of the Federal wage and hour law and increasing minimum wages. 

Truly yours, 
RosBert WICKHAM, Manager. 


Bice RIver O11 Co., 
Bismarck, N. Dak., March 8, 1960. 
Representative Pui M. LANDRUM, 
House Office Building, 
Washington, D.C. 

Dear Mr. LANDRUM: I do not think the proposed legislation which would im- 
pose all provisions of the Fair Labor Standards Act is good for small businesses 
The small businessman’s margins of profit has been on a decrease, and in some 
instants they are remaining the same. I do not think a small business can 
stand a 40-hour week, or to pay time and one-half over 40 hours. 

I am very much in opposition to H.R. 4488 and H.R. 7490. 

Sincerely yours, 


Bie River Or Co., 
HERBERT M. Havs, 
Secretary-Treasurer. 
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BEACON HOUSE RESTAURANT, 
Monroe, La., March 1, 1960. 
Congressman Puu. M. LANDRUM, 
House of Representatives O fice Building, 
Washington, D.C. 

DEAR CONGRESSMAN LANDRUM: As chairman of the House of Representatives 
Labor Standards Committee, to my understanding you will begin next week 
hearings on minimum wages bill (H.R. 4488). I do know you are familiar with 
many problems of our industry, and also know that it is made up almost ex- 
clusively of small businesses which are local in character. This will raise the 
present statutory minimum wages to $1.25 per hour and at the same time 
broaden coverage to include employees of restaurants as well as other service 
and retail industries. Nationally determined wages simply cannot be applied 
to many thousands of restaurants because of the local character of our in- 
dustry. This bill has been estimated that will result in a 40 to 50 percent in- 
crease in labor for the average restaurant, while on the other hand in my com- 
munity the price of meals to the public cannot be raised because the restaurant 
customers will not pay a higher price and naturally they will stop eating out. 
From this the results are that small-businesses men like me will have to go 
out of business, and my employees to the employment fund. 

I am sure you see and you know that in many communities with the class of 
restaurants we have it is impossible for the bill to do any good for the business- 
men and the employees. 

I sincerely hope you will use your influence to prevent the enactement of this 
unjust measure which can only create economy havoc. 

Very truly yours, 
Gus ANTIS. 


HUNTSVILLE, Tex., February 29, 1960. 
Hon. Put M. Lanprum, 
House of Representatives, 
Washington, D.C. 


Dear Sir: Reference is made to H.R. 4488 which is now before your Sub- 
committee on Labor Standards. 

As a small businessman attempting to make a living in the logging business, 
I am quite disturbed over the contents of this bill; but I am thankful that you 
are chairman of the subcommittee. Since I am a native Georgian and you 
are from Georgia, I believe you realize what this bill if passed in its present 
form will mean to small businessmen such as myself. I don’t believe any 
Congressmen particularly one from Georgia which has probably the largest 
percentage of logging contractors in the Southern States would even consider 
passing the bill in its present form. 

I am an independent businessman who sells pulpwood to a few pulp and 
paper mills in Texas. If this bill is passed I will have to seek employment with 
one of the private companies as an industrial forester for I know that I will 
be unable to make a living in this business. Subcontractors that I buy wood 
from will also have to go out of business. Private companies will then attempt 
to produce the wood with company crews. The majority of the men who pro- 
duce wood as subcontractors couldn’t pass a medical examination with a private 
company. What will happen to these fellows—more welfare. 

I am financially unable to make a trip to Washington in an attempt to ask 
for time to speak before your committee, but I trust you will give ample time 
to other contractors. 

Thanking you in advance I remain, 

Sincerely yours, 
Ratpu A. Davis, Jr. 


FReEpD’s CAFETERIA, 
Lake Charles, La., March 4, 1960. 

Congressman PHIL M. LANDRUM, 
House of Representatives Office Building, 
Washington, D.C. 

Dear Str: I have been informed, hearings on a minimum wage bill (H.R. 4488) 
will begin next week. As chairman of the House of Representatives Labor 
Standards Committee, I solicit your help. 


55097—60—pt. 3——39 
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As I understand it, this bill would raise the present minimum wage to $1.25 
per hour, and would include employees of restaurants and other service and 
retail industries. I am certain you have an understanding of many of the 
problems of our industry, and realize it is made up almost exclusively of small 
businesses, individually owned. It is my sincere belief, that the same wage 
cannot possibly be applied to all localities for many reasons. 

I have been told, this bill, if passed, would possibly increase our labor costs 
40 to 50 percent. In many sections of the country the restaurant customers will 
not pay higher prices for meals, which inevitably will cause many small oper- 
ators to close their doors, which in turn will mean the unemployment of many 
unskilled workers. Perhaps in some communities, a raise in food prices might 
be accepted by the public, however, inflation is sure to follow since it will be 
necessary to raise prices to compensate for increased labor costs. If it is possible 
for any restaurant to survive, the least productive workers are sure to be added 
to the unemployment compensation lists. 

Your consideration and influence to prevent such a measure will be accepted 
with sincere appreciation. 

Cordially, 
FrepD StoMa, Owner. 


VALLOFT & DrREvx, INC., 
New Orleans, La., March 4, 1960. 
Congressman PHIL M. LANDRUM, 
House of Representatives Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN LANDRUM: Next week’s hearing on a minimum wage bill 
(H.R. 4488) will begin. This bill would raise the present minimum wages from 
$1 to $1.25 per hour and extend the coverage to include retailers and restaurants. 

This bill if enacted would result in the failure of many small businesses. 
Those who would continue to operate would be compelled to reduce the number 
of his employees, by the use of vending machines, automation, and serve-yourself 
systems and, since there are millions of people employed in the retail and 
restaurant businesses, I would estimate the results would be 1 million persons 
made jobless overnight. 

Together with the fact that the prices of all products sold at retail, including 
foods, drugs, would rise 15 to 25 percent immediately causing inflation, net re- 
sults, inflation and unemployment—our two worst enemies. 

I wish you would take these facts into consideration and use your influence to 
prevent the enactment of this unjust measure which can only cause economic 
disaster. 

Sincerely, 
VALLOFT & Dreux, INC., 
N. J. DEBEN, President. 


Congressman Puit M. LANDRUM, 
House Office Building, 
Washington, D.C. 


Dear Si1r: You as chairman of the House of Representatives Labor Standards 
Subcommittee will shortly begin hearings on a minimum wage bill. This bill 
we understand will raise the minimum wage to $1.25 per hour and will be 
broadened to include employees of restaurants and other retail businesses. 

Being in the restaurant business we are acutely aware of what this would 
mean to us and we trust that you have made a thorough study of our many 
problems; in fact, those of all small business. If this bill were made law, it 
would mean the folding up of thousands upon thousands of small businesses 
such as ours. And those who would attempt to say in business would have to 
lay off some of their present employees. Bither way this would cause an in- 
crease in unemployment, which in turn would cause a drain on unemployment 
funds and no doubt increase this tax. 

The bulk of restaurants in this country are operated by individual owners 
in small communities and villages. And as such they are an asset to the area 
in which they are located. Perhaps the chains can stand increased cost of 
operation but the little man cannot. And I am a firm believer of the importance 


of the small businessman, and feel that nothing is being done to preserve his role 
in our economy. 
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Thanking you for your unbiased consideration of this important matter, I am, 
Yours truly, 
HEBERTS GRILL, 
By FLo D. HEBERT. 


CHARLOTTE, N.C., February 19, 1960. 
Congressman PHIL M. LANDRUM, 
House Office Building, 
Washington, D.C.: 

Alarming increase in offerings and imports of foreign cotton yarns has been 
subject for discussion at meeting here today of manufacturers of both carded and 
combed cotton yarns. Current figures indicate that 1959 yarn imports exceeded 
1958 by 34 percent, and that January 1960 imports were more than half total 
for the whole 1959. While total poundage is still a relatively small percentage 
of production, the current trend is truly alarming. It clearly indicates a major 
invasion of the U.S. market, following exactly the pattern already established 
in cloth and garment imports: If trend continues, and our exchange of informa- 
tion here today indicates it will, our industry can be in serious difficulty in a 
short time. We urge your consideration of this growing problem as a new 
factor in the total picture of textile industry imports. 

L. E. BowEn, 
President, Carded Yarn Association. 

W. ALEx BELL, 
President, Combed Yarn Association. 


COLUMBIA UNIVERSITY IN THE CITY OF NEW YORK, 
New York, N.Y., February 17, 1960. 
Hon. Pui M, LanprRuM, 
House Office Building, 
Washington, D.C. 

DEAR REPRESENTATIVE LANDRUM: I write you as chairman of the House Labor 
Standards Subcommittee to urge favorable action.on H.R. 4488, extending the 
coverage of the Fair Labor Standards Act and increasing the prescribed mini- 
mum wage to $1.25 per hour. 

The proposals embodied in that bill seem to me to be entirely realistic. Ex- 
panded coverage will extend protection to necessitous workers who are unable, 
as experience has well shown, to guard themselves against oppressive employ- 
ment practices. Moreover, and very importantly, it will safeguard responsible 
employers against continued undercutting by competitors who have been unwill- 
ing to bear a fair share of the community’s wage bill. 

As for the proposed rise in the minimum wage, I believe it would not be infla- 
tionary (as some opponents have maintained), but would merely reflect the 
contemporary economic facts of life. No part of our country can long prosper 
by building on a substandard wage floor. If American families are to thrive and 
if our economy is to advance, we need a nationally enforced minimum wage that 
will be a barrier against acute want and degradation. 

I earnestly hope that your subcommittee will report favorably on H.R. 4488, 
and I hope that the full committee will then press for House approval. 

If the rules and practices of your subcommittee allow, I should be glad to have 
this letter included in the record of your hearings on the bill. 

Sincerely yours, 
WALTER GELLHORN, 
Betts Professor of Law. 





BROOKLYN, N.Y., February 17, 1960. 
Hon. Puit M. LaAnpRUM, 
Chairman, House Labor Standards Subconunittee, 


Washington, D.C. 
Deak Sir: I write to urge full support of H.R. 4488, to increase the minimum 
wage to $1.25 an hour. 
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Please include this letter in the record of the hearings scheduled to begin 
March 2. 
Sincerely yours, 
LERoy BowMAN, 
Professor Emeritus, Brooklyn College. 


PACKAGE MACHINERY Co., 
East Longmeadow, Mass., February 17, 1960. 
Hon. Putt M. LANDRUM, 
Chairman, House Labor Standards Subcommitice, 
House Office Building, 
Washington, D.C. 


DEAR CONGRESSMAN: I should like very much to be recorded in favor of H.R. 
4488. The present minimum wage law is unrealistic, and tends, therefore, to 
give unfair competition to those areas which have high standards of social 
consciousness. To protect those areas in their work, the passage of this legisla- 
tion is yery-vital, and I should like to be recorded in favor, and to have my favor 
able action made a part of the record of the hearing. 

Sincerely yours, 
Roger L. Purnam. 


NEw York, N.Y., February 17, 1960. 
Hon. Pui M. LANDRUM, 
Chairman, House Labor Standards Subcommittee, 
Washington, D.C. 


DEAR CONGRESSMAN LANDRUM: I am writing to you to urge, as strenuously as 
I know how, the support of H.R. 4488 now pending before the House Labor 
Standards Subcommittee. This legislation to increase the minimum wage to 
$1.25 an hour and to extend coverage to millions of people now excluded is long 
overdue. 

May I respectfully request that this letter be included in the record of the 
forthcoming hearings. 

With all good wishes, I am, 

Sincerely yours, 
MINNA KASSNER HANAUER, 
Counselor at law. 


HANSHAW’S 5¢ To $1.00 Stores, 
Harlingen, Tez., February 10, 1960. 
Mr. Jor KILGore. 

Dear Sir: I wish to add my objection to the new minimum wage deal. The 
thought of this $1.25 minimum going through for retailers is enough for many 
merchants in our part of the country to make plans to close their business. 

I am concerned with four Hanshaw stores and here is the picture of what this 
wage would do tome: 

Store No. 1, 1959 wage, $23,000; if new minimum, $36,000. 
Store No. 2, 1959 wage, $13,000; if new minimum, $22,000. 

Store No. 1 net for 1959 was $14,000, Store No. 2 net was $8,000. Of course, the 
only way for me to stay in business is to raise prices. 

My wage (amount of employees) cannot be cut over 10 percent. It simply 
takes so many hands to get the job done. 

All my big chainstore competitors face the same thing in our part of the 
country. Woolworth works their girls 40 hours; I work mine 48 hours. They 
pay about $25 a week; my average is about $21. We will be forced to a 
minimum of $50 at $1.25 or $40 at $1 an hour. This more than doubles our 
wage costs and we cannot (as any fool could see) pay this and maintain good 
prices. I have a homely girl in the stockroom I pay $18. She’s glad to get it be 
cause no one else would have her at any price. I have many girls who were too 
dumb to go to high school. Obviously, I wouldn’t keep anyone like this—what 
happens to tuem? They will never find a job again. As you know, our country 
here is 70 percent Latin American. These people are at the peak of prosperity 
now. When I went to grammar school 25 years ago not one Latin child who came 
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to school wore shoes. Now there isn’t a family who doesn’t own a car and 
over one-half of the local people have TV’s. 

To pass a law that applies to all sections of the country without regard for 
income differences is madness. 

My dad says, “Sell out now,” but I know someone will be in the dimestore 
business and the people who remain, no matter what crazy laws are passed, will 
pass on the new costs to the consumer. Why must the mad spiral of inflation 
continue at this rate? Why don’t we stop laws that force everything ever 
upward? 

A concerned merchant. 

JACK HANSHAW. 


BROWNSVILLE, TExaAs, February 20, 1960. 
EDUCATION AND LABOR COMMITTEE, 
House of Representatives, 
Washington, D.C.: 

I would like to make a statement in connection with the impending hearings 
on the increase in rates and the extension of coverage under the Fair Labor 
Standards Act. 

As the manager of a local retail establishment, I would like to voice my 
opposition to any extension of the coverage of the law. I feel that wages in re- 
tailing trades should be determined by local conditions, the size of the store, 
the volume of traffic and the price categories of the merchandise sold. This 
varies greatly from one part of the country to another and can hardly be 
standardized by Federal law. 

While I concede that wages should be adequate, a sudden jump to $1.00 or 
$1.25 per hour in this area would certainly mean layoffs and higher prices to 
overcome increased payroll costs. Neither would this be confined to large 
business, since nearly everyone, even a small merchant would have to meet 
the wage seale of competition regardless of what the law specifies. 

I feel that any overall extension of coverage would be harmful to the con- 
sumer as well as the merchant and is therefore not advisable. 

ROBERT HINES. 





SQUARE DEAL LAUNDRY-DRY CLEANERS, 
MCALLEN, Tex., February 10, 1960. 
Hon. Jo—E M. KrIiaore, 
House Office Building, 
Washington, D.C. 

Dear Joe: I appreciated very much the letter we received and would ap- 
preciate very much the opportunity to make a statement to the committee 
considering minimum-wage proposals. I am with a small laundry and dry- 
cleaning plant that would under most of the proposals of the last session not 
be directly covered at this time. An obvious burden (unfair) would be placed 
on the larger competitor and would have the secondary effect of placing the 
small man under the burden of such legislation in practice. 

Laundries more particularly than drycleaning establishments employ people 
With little and no educational background, in this section many who do not 
even speak English, pregnant women (who in many cases would be thrown to 
the mercy of social welfare), handicapped persons, kids during summer recess. 
Admittedly, we employ the lower rung of the labor force. To attempt to legis- 
late their abilities or in many instances ambitions to a higher level of productivity 
or desire is an impossible task. There abound opportunities for advance- 
ment at present. They are neither capable nor desirous of this advancement. 
Many of these, in fact most are not the sole or major wage earners in the 
family unit. I maintain that productivity is still the key to earning—not 
legislation. 

This section of the country is gifted with a semitropical climate. Produc- 
tivity takes a sharp decline in the short distance from Dallas to the valley. 
For instance, we purchased a new American Formatic shirt unit about 2 years 
ago. This shirt unit is designed to press 150 shirts per hour in Chicago, I. 
Productivity drops to about 120 in Dallas, Tex., and we get an average of about 
80 shirts per hour. These are facts and neither incentive (which we already 
use) nor legislation can change them. I realize that our section of the country 
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is unusual, but do know that a very unrealistic piece of legislation could and 
probably would put us out of business. 

I sincerely believe that the inflation caused by the legislation would be more 
harmful than any small amount of good to a very few people. (The rest would 
be on a welfare line—we could all pay for that.) 

Our industry is plagued with home washing machines, maids, wash and wear, 
everyone is competition and we consequently must hold expenses to a bare mini- 
mum. This legislation is however not only ruinous to our industry, but the 
country as a whole. I look forward to a reversal of the trend toward commu 
nism’s little brother, socialism. I pity the day when we as individuals must rely 
on the Government to set our wages, take out our old-age insurance, determine 
how long we should work and, in general regulate our every activity—amazingly 
enough we are not far from that point right now. I have a deep appreciation 
for politics and politicians, so please understand that when I say please do not 
let election year play politics and with our whole system of government, I am 
not being facetious. 

Sincerely, 


Don H. Yancy, 


COMMONWEALTH OF KENTUCKY, 
DEPARTMENT OF INDUSTRIAL RELATIONS, 
Frankfort, Ky., February 28, 1690. 


Hon. Put M. LANDRUM, 
Chairman, House Labor Standards Subcommittee, 
House of Representatives, Washington, D.C. 


DEAR REPRESENTATIVE LANDRUM: The Department of Industrial Relations for 
the Commonwealth of Kentucky would like to have included in the record our 
support of H.R. 4488, an act to increase the minimum wage to $1.25. 

The State of Kentucky currently has legislation pending that would increase 
the minimum wage to $1 per hour and is all inclusive in nature. While it is 
questionable that this proposed legislation will pass in its present form, we are 
reasonably certain of a substantial increase that would allow a somewhat lesser 
minimum for the hotel and restaurant and the laundry and dry cleaning in- 


dustries. 


It is the opinion of this writer that the Federal $1.25 minimum and additional 
coverage of the act as proposed in H.R. 4488 has already been too long in coming. 

The persons to derive the benefit of this legislation have been reduced to a 
state of poverty by the inequities of their minimum wage as compared with the 
wages of our general economy today and the comparable increases of basic com- 
modities and cost of living indexes. 

Respectfully submitted. 


OwEN L. Kertn, Commissioner. 


LAUNDRY, Dry CLEANING AND Dyk Hovse 
WorKERS’ INTERNATIONAL UNION No. 140, 
Akron, Ohio, February 24, 1960. 


Subject : House Bill 4488, minimum wage and extension thereof. 
Hon. Putt M. LANDRUM, 
Chairman, House Labor Standards Subcommittee, 
Washington, D.C. 
Dear Sir: In my behalf, please vote favorable for this bill. I would like to 
have my letter included in the record of the forthcoming hearings. 
Very truly yours, 


Guapys Wicks, Secretary-Treasurer. 


LETTER OF LESLIE E. BRYANT, PRESIDENT, J. M. BRYANT Co., CLARKSVILLE, ARK. 


We are operating stave mills in several States and, because of the scarcity 
of timber, we find it difficult to operate these mills steadily. That makes it 
necessary to guarantee certain amounts of wages per week or per month to key 
For instance, our mill foremen are executives, on whom normally 


employees. 
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there is not any restriction on the number of hours worked, except that where 
they work as much as 20 percent of the time at routine or manual labor, they 
have to be paid time and one-half for overtime. These foremen often do 
work more than 20 percent of the time at such work, because they do the saw 
filing and, if there is a breakdown, they usually work at the job until the re- 
pairs are made. Originally we were told that if a man is subject to call, we 
must pay for all of that time. We hire our foremen on a basis of so many 
hours per week and pay time and one-half for overtime, making a total of 
$100 per week. The Department informed us we cannot do that and that he 
actually must be on the job that many hours. If he is on the job less time 
than that for 1 week, then if we pay him the $100 we have raised the rate per 
hour and the higher rate will apply thereafter. He cannot go to see his sick 
mother, even with our permission, unless we dock him for that time. What 
I am trying to convey to you is that, under the present administration of this 
law, we cannot have a normal employee-employer relationship. 

Since the intent of the law was to see that employees were not paid less than 
a certain minimum and that they were to be paid time and one-half for over- 
time. I think it should be spelled out that an employee can take such time 
off as the employer is willing to give him, without being docked for the loss of 
time, and that agreements between employer and employee can be made on a 
weekly or monthly basis, as long as any time over 40 hours per week is paid 
for on a time-and-one-half basis. If the amendment were made to include these 
two statements as I have outlined, I think it would simplify matters very 
much. 


Haroip, Luca, Persky & MozeEr, 
COUNSELORS AT LAw, 
NEw York, N.Y., February 26, 1960. 
Hon. Puitie M. LANpDRUM, 
Chairman, House Labor Standards Commitee, 
House of Representatives, 
Washington, D.C. 

DEAR CONGRESSMAN LANDRUM: As a practicing attorney in the field of labor 
relations representing various unions in the printing industry, chemical, build- 
ing service, and Government employees, I would like to express to you and to 
your committee, our full support for H.R. 4488 which I understand is now pend- 
ing before the House Labor Standards Subcommittee. 

Any legislation which would increase the minimum wage to $1.25 an hour 
and extend the coverage to various persons in retail, service, hotel and other 
low wage industry would be of considerable benefit to our Nation. 

New York City, as you might well know, is not unknown for its $40 a week 
jobs. Many persons who are employed in such positions are, unfortunately, 
forced to apply to public assistance in order to support their families. This, 
I have always believed, is an economic crime. 

I believe, as I am sure you also do, that every man in America is entitled 
to a chance at a job which will enable him to support his family at least in 
modest standards. Those persons, however, who are forced to work for a $1 
an hour cannot so do. 

I trust that you will give your careful consideration to H.R. 4488. 

Please enclose this letter in the records of your hearings. 

Very truly yours, 
RoBert J. MozeEr. 


WINSTON-SALEM, N.C., March 15, 1960. 
Hon. Pom M. LANDRUM, 
Chairman of the House Labor Standards Subcommittee, 
House of Representatives, 
Washington, D.C. 


My Dear Mr. LANDRUM: It is my understanding that your subcommittee has 
under consideration amendments to the Fair Labor Standards Act. One of these 
proposed amendments is to increase the minimum wage from $1 to $1.25 per hour 
and to extend coverage of the act. 

I urge you to give serious consideration to amending the Fair Labor Standards 
Act so that work now covered by the archaic and outmoded Walsh-Healey Pub- 
lic Contracts and Davis-Bacon Federal Construction Acts are placed under the 
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minimum wage law, thereby eliminating the inconsistency, duplication and un- 
fairness brought about by these two laws. In my opinion, it seems undesirable, 
to say the least, to give an executive agency of the Government power to set 
minimum wage rates through the Walsh-Healey and Davis-Bacon Acts while 
Congress has responsibilty to set minimum wage rates under the Fair Labor 
Standards Act. As you know, the minimum rates established by the Secretary 
of Labor apply only to projects or services sold to the Government and are 
always in excess of the minimum wage established under the Fair Labor 
Standards Act. 

This situation is not only the source of great confusion for the general pub- 
lic, but it is a strong inflationary factor and increases Government spending 
unnecessarily. I trust you will give my views on this subject favorable attention. 

Respectfully yours, 
W. H. J. Scuvutrz. 


Lorp-Mort Co., INc., 
Baltimore, Md., February 29, 1960. 
Hon. Epwarp A. GARMATZ, 
Congressman, Third District, 
House Office Building, 
Washington, D.C. 


My Dear Mr. GarMatz: It is our understanding that several sets of com- 
panion bills have been introduced which will take away from food processors 
the first processing and seasonal exemptions (two sets of 14 workweeks) which 
are so much needed by our industry. 

The canned foods industry in the State of Maryland is fighting a “last ditch” 
stand in a battle for survival. If we lose the two 14-workweek exemptions, 
it could very well be the last of the canning indstry in this State. 

We ask that you lend your support in seeing that no such bills are passed 
during this session. 

Very truly yours, 
Henry C. ENGEL, Vice President. 


Kokomo, INp., March 11, 1960. 
GRAHAM A. BARDEN, 
Chairman, House Education and Labor Committee, 
House Office Building, 
Washington, D.C.: 


I ask that you vote against the following bills, S. 1046, H.R. 4488, S. 1967 and 
H.R. 7490 all of which are in favor of increasing the minimum wage or increas- 
ing the coverage. I feel a bill of this nature would put the little fellow out of 
business. 

It is a fact that when the minimum wage was increased from 75 cents to $1 
that unemployment went up. 

I respectfully request that this letter be read into the record. 


Mrs. Leroy D. CoLuier. 


WALLA WALLA, WASH., March 15, 1960. 


Re H.R. 4488. Raising minimum wage rate to $1.25 per hour and ineluding meals, 
lodging, and tips to make up the minimum requirement. 

Hon. CATHERINE May, 

House Office Building, 

Washington, D.C. 

Dear Mrs. May: The passing of this bill into law will be a calamity to the 
hotel and restaurant industry all over our Nation. We, in the State of Washing- 
ton, are suffering from the wage and hour law as passed by the last legislature 
and our hope and prayer is that it will be declared unconstitutional by our State 
supreme court which has heard the case but has not yet handed down its decision. 
This Federal bill with its $1.25 per hour minimum can well be the straw that will 
break the camel’s back. We, here at the Grand Hotel in Walla Walla, have 
already discontinued some services on account of the 40-hour week requirements 
of the Washington law. 

Under this Federal bill higher taxes would be placed upon the employer, and 
the employee would get no benefits, in fact, the employee in many cases would 








m 
CO 


] 
( 
I 
1 


a a a ob 








un- 
ble, 

set 
hile 
bor 


ary 
are 
bor 


ub- 
ling 
ion. 


and 
aS- 
t of 


» $1 


), 
als, 


the 
ng- 
ure 
ate 
on. 
vill 
ave 
nts 


und 
uld 





MINIMUM WAGE-HOUR LEGISLATION 1537 


actually lose income. Here’s why: the employer would have to take withhold- 
ing tax out of tipped employee’s basic salary. In some cases this would con- 
sume virtually all of the employer’s paid-income. This would hardly make for 
good labor-management relations, The employer would also be liable for in- 
creased social security and unemployment compensation. 

Worst of all, a false report of tips income by the employee could subject the 
employer to severe penalties under the income tax laws. Overtime pay under 
these conditions would be so high that there could be no overtime put in; thus 
you can see that the employee’s actual earnings would be less. Most tip money 
is received for the overtime period. 

We trust you will put forth every effort to prevent the adoption of this 
measure in its present form. To us it seems the only ethical thing to do is to 
continue unchanged the total exemption now given to hotels. 

Very truly yours, 
GRAND HOTEL, 
Mrs. EMMA KIDWELL, 
Secretary and Treasurer. 


Wo. H. Cote & Sons, 
Baltimore, Md., March 21, 1960. 
Hon. PHin LANDRUM, 
Chairman, House Education and Labor Subcommittee, 
House Office Building, 
Washington, D.C. 

DEAR REPRESENTATIVE LANDRUM: Having hard time to meet our payroll now. 
There simply must be a limit to the amount that management can pay labor 
for a full, honest, 8-hour day. 

Competitive conditions force management to pay the going rate to all wage 
earners. If a man is good and you don’t pay him what he can get in other 
segments of industry he isn’t going to stay with you. Therefore, raising the 
minimum forces management to pay the lower class of labor wages to which they 
are not entitled. 

As you well realize, there has to be a difference between the minimum wage 
and the wage you pay for competent, interested help. Now the man who is 
worth it is getting paid but we have to have in our warehouse work some em- 
ployees who are being trained and others who do not develop any great skill. 
These necessarily must take a lower wage. In our opinion, it is unjust to force 
us legally to pay these people more than they earn. 

As far as extended coverage is concerned, we are not competent to even 
express an opinion. We do feel strongly about increasing the minimum wage 
and urge you to hold it at the $1 figure which is adequate under present work- 
ing conditions. 

Sincerely, 
A. VANDER Horst, Partner. 


Joun C. Leae & Co., 
Baltimore, Md., March 21, 1960. 
Representative PH LANDRUM, 
Chairman, House Education and Labor Subcommittee, 
House Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN LANDRUM: T wish to go on record as being opposed to 
minimum wage bills 8. 1046 and H.R. 4488 which would increase minimum wage 
to $1.25 per hour and extend coverage to some 10 million more workers, prin- 
cipally in retail and service fields; S. 1967 and H.R. 7490 which would extend 
coverage without changing minimum rate. 

Very truly yours, 
Howarp FE. DeMovutHa, Partner. 


PICCADILLY CAFETERIA, 
Houston, Tex., March 3, 1960. 
Hon. Puri, M. LANDRUM, 
House Office Bldg., 
Washington, D.C. 
DEAR CoNGRESSMAN LANDRUM: I manage the Piccadilly Cafeteria at 139 
Gulfgate Mall, Houston, Tex. I am writing you to object to the passage of the 
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amendment to the Federal wage and hour law which will increase and broaden 
the coverage of the act. 

1. Much of our help is unreliable and frequently change jobs. Their duties 
require no skill whatever and most of them have no desire to improve their 
position, otherwise they would become cooks and supervisors. We have many 
such jobs available which are sometimes impossible to fill. I’m not in favor 
of increasing salaries when the people concerned are not interested in preparing 
themselves for higher paying jobs. 

2. I believe that the passage of such a bill will have the effect of decreasing 
employment in this area. Many restaurants will have to reduce their work 
force. 

3. I don’t believe that my customers will stand for the increase in selling 
prices (about 25 percent) that will be necessary to take care of the increased 
payroll. 

For the above reasons Congressman Landrum, I urge you to vote against 
extending the coverage of the Federal wage-hour law and increasing the mini- 
mum wage. 

Yours truly, 
HvuGuH SPITLeER, 
Manager. 


McALLEN, TEx., March 2, 1960. 
Hon. Putt M. LANDRUM, 
Chairman, House Labor Standards Subcommittee, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN LANDRUM: Please register my support of H.R. 4488 which 
proposes an increase in the minimum wage to $1.25 an hour. 

It is particularly pleasing and gratifying to hear that the proposed bill ex- 
tends coverage to 8 million people in the retail, service, hotel, and other low- 
wage industries. 

As chairman on the Committee of Migratory Labor of the American GI 
Forum of the United States, I am primarily interested in minimum wage cov- 
erage to farm labor and would urge you to try to extend coverage to these poor, 
forgotten lot of our American society. Believe me when I say that anything 
you may do in support of our farmworkers will be appreciated in many seg- 
ments of our society today. 

Please keep me informed on any vital developments along this line. Thank 
you kindly. 

Yours very truly, 
R. P. (BoB) SANCHEz, 
Chairman, Committee on Migratory Labor, 
American GI Forum of the United States. 


BAMBOO RESTAURANT, 
Shreveport, La. 
Hon. PuiLt M. LANDRUM, 
House Office Building, 
Washington, D.C. 

My DeEAR CONGRESSMAN: In the next week you and your fellow Congressmen 
will start hearings on the minimum wage bill, H.R. 4488. 

Reviewing a few of the problems which confront the average restaurant 
owners, I am sure you will do your most important part in voting down this 
bill. 

First of all, any average restaurant owner cannot afford the added expense of 
40 to 50 percent in labor costs, an estimated result from the passing of this bill. 

There would be one of two things the average restaurant owner would try 
in order to overcome this added expense: First, he would undoubtedly raise 
the price of his food. This would make his restaurant customers stop eating 
out because the quality or quantity would not increase with higher prices. 
Second, he would lay off the least productive workers, which will put added 
expense on the unemployment compensation rolls. 

In doing these two things the average restaurant cannot survive. ‘There just 
cannot be a national determined wage law because of the local character of 
the restaurant business. 
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I know you realize these facts and will use your influence to prevent this 
fatal measure to be. 
Respectfully yours, 
JIMMY JOE. 


THE Mount VERNON HAWKEYE-RECORD AND THE LISBON HERALD, 
Mount Vernon, Iowa, March 5, 1960. 
Hon. PHIL L. LANDRUM, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN: I want to register a violent protest against increasing 
the minimum wage. 

While weeklies are exempted we are affected by the fact that an increase 
in the minimum will upgrade many wages. 

We are the training ground for much of the printing industry. As fast as 
we train good men the city shops grab them off. I am so darn tired of training 
printers I am ready to quit. 

They aren’t worth anything when we start, and in fact are a liability for 
some time. We had one cause around $200 damage to a machine within recent 
months. 

I realize Mitchell and Kennedy want to make a play for union support in 
raising the minimum wage. They don’t understand the problems of small busi- 
ness and the small towns or they wouldn’t do such a thing. 

If you will sit on the lid you will be helping many of the small businessmen 
of the country. 

Thank you. 

Cordially yours, 
J. W. McCuTcHeon. 


Horet DURANT, 
Berkeley, February 19, 1960. 
Hon. JEFFERY COHELAN, 
Representative, Seventh Congressional District, California, 
House of Representatives, Washington, D.C. 

Dear Sir: In June of 1959 we wrote you concerning H.R. 4488, the com- 
panion bill to Senate bill 1046 which was then being heard by the Senate sub- 
committee on Labor. We would like to once again express our deep concern 
over the provisions of this legislation and the effect that it will have upon the 
hotel and restaurant operators in the State of California. 

As yet we have not seen anything to indicate that the legislation has been 
amended to consider the matter of gratuities. As you are well aware, present 
contracts with the culinary unions, and with other unions, have taken the 
matter of gratuities into consideration in establishing the wage scales in the 
craft. Any legislation that would arbitrarily increase the amount reecived by 
employees who customarily obtain tips would completely destroy the existing 
relationships between service employees and personnel who handle food prepara- 
tion. Obviously subsequent contract negotiations would seek to adjust the dif- 
ferentials that now exist with a consequent increase in payroll costs for all 
classifications. 

Unless this problem of gratuities is taken into consideration, the effect of this 
legislation will be subverted from protecting underpaid employees to actually 
creating a great inflationary wage pattern within the restaurant and hotel in- 
dustry. The consequent adjustment in selling price that will have to be made 
in the industry is estimated to be from 20 to 30 percent above present prices. 

To illustrate the problem, it will be interesting for you to know that waitresses 
now receive $9.16 per shift for an 8-hour day with an increase effective July 7 
to $9.66 per shift and an additional increase effective July 7, 1961, to $10.24 per 
shift. Most of the waitresses in this establishment will make from $6.50 to $10 
per day in gratuities over and above those rates shown. In addition to the 
salary and gratuities, these employees also receive their meals at the expense 
of the employer. a uniform allowance, hospitalization, and insurance for them- 
selves and families, as well as a retirement program. Obviously, these people 
are certainly not in need of minimum wage protection. 

A substantial number of restaurant operators in the State of California in the 
outlying areas in smaller towns are covered by 6-day workweek contracts. The 
40-hour provision of the present law will also work an undue hardship on many 
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of the operators outside of the metropolitan areas. In many places adequate 
numbers of trained restaurant personnel are not available. Therefore it would 
be necessary to work present crews on an overtime basis. Again, this would 
substantially increase the cost of operation and, consequently, would inflate 
both restaurant and hotel prices. 

We realize that H.R. 4488 provides an exemption for service industries whose 
gross sales are below $750,000. However, as a practical matter, it would be very 
difficult for the small operators to obtain help in their establishments were these 
proposed pay scales in effect in the larger operations. We doubt that this ex- 
emption would have any real meaning for the operators whose sales might be 
in the $200,000 to $300,000 per year bracket. 

We sincerely urge that you consider the foregoing factors when the matter 
of H.R. 4488 comes before you. 

Very truly yours, 
WILLIAM E. Morris, Managing Owner. 


MARSHALL LUMBER Co., 
Marion, N.C., March 10, 1960. 
Hon. Putt LANDRUM, 
Chairman, Fair Labor Standards Subcommittee, 
U.S. House of Representatives, Washington, D.C. 

DeaR Mr. LANDRUM:I have just noticed in our trade paper that there is a 
proposal to increase the minimum wage and to eliminate the 12-man logging 
exemption. 

We are opposed to this extension in the 12-man logging crew as we are pri- 
marily manufacturers of lumber and our logging is done by small logging con- 
tractors. This would affect their ability to do the job correctly and also bea 
terrific increase in the cost and bookkeeping of these small loggers, which they 
are unable to afford. 

Very truly yours, 
MARSHALL LUMBER Co., 
By Wo. B. Noyes. 


JONES AIRLINE O11 Co., 
Kennett, Mo., March 8, 1960. 
Hon. Paut C. Jongs, 
House of Representatives, 
Washington, D.C. 


Dear CoLoneL: I have received information that H.R. 4488 and H.R. 7490 
are presently being discussed before the Subcomittee on labor standards. These 
two bills are very detrimental to the small businessman and I would like to 
urge that you do everything you can to defeat both of the proposals. The 
present law is so complicated that it is impossible to get an exact ruling from 
the Department of Labor, and it places many of us in a very precarious position. 
Some of the rulings that they have made have been extremely unfair and it 
certainly is time that they should be stopped from putting their regulations into 
effect where they have no business. 

It certainly does not seem fair that those of us who are engaged in a local 
business should be forced to become involved in the wage-hour law and proce 
dures. It certainly caused us any amount of trouble even thinking that every 
move that we might possibly make might be construed to put us under the law. 
There are so many regulations and controls on the small man at the present 
time that it is almost impractical for him to operate without a full-time lawyer. 

I am sure that no right thinking legislator has any idea of confusing the 
small businessman and putting the burden on him that some people have hoped 
that he would be saddled with. I know that you are one of the group that 
would want to keep those of us back home as free as possible for many more 
Government regulations. 

I am sending a copy of this letter to Congressman Landrum, who is chairman 
of the committee, and again I would like to ask that you would do every thing 
that you can to defeat both of these proposals. 

Kindest personal regards. 

Very truly yours, 


WILLIAM S. JONEs, Jr. 
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THE POINSETT HOTEL, 
Greenville, 8.C., March 10, 1960. 
Hon. PHit M. LANDRUM, 
House Office Building, 
Washington, D.C. 

DeaR HONORABLE LANDRUM: The hotel industry works a great number of 
people who are misfits for other businesses due to age and mentality, for such 
work as dishwashers, kitchen cleaners, bellboys, etc. If we are brought under 
the minimum wage law, these people will all be thrown out of work and 
replaced by a quality of labor befitting the wage scale. Then too, hotels all 
over the United States are having a very difficult time financially, due to the 
motor court competition. 

Respectfully, 
THE PoINSETT HOTEL, 
J. MASoN ALEXANDER, 
Managing Director. 


Comet Om, Co., 
Savannah, Ga., March 9, 1960. 
Hon. Pom M. LANDRUM, 
House Office Building, 
Washington, D.C. 

DeaR Mr. LANDRUM: I am writing you to urge defeat of bills H.R. 4488 and 
H.R. 7490 which will be actively considered. These bills apply to the extension 
of coverage and increase in minimum wage under the Fair Labor Standards Act. 

It is my opinion that passage of this type of legislation will have an almost 
devastating effect on small business engaged in the sale of gasoline products. 
The Fair Labor Standards Act initially forced many people out of the lumber 
industry. Those who survived have had to completely modernize their plant and 
machinery in order to cut their labor force. In the service station this possi- 
bility is out of the question as it would require self-service, which in many places 
is outlawed as being a fire hazard. The only other alternative is to offset the 
added cost by an increase in profit margins reflected in an increase in gasoline 
and petroleum products cost to the consumer—inflationary. 

Not only am I concerned with this legislation as it affects me personally but 
as it affects our country as a whole. It is another step toward complete Federal 
Government control, socialism, and eventually communism, 

It is my urgent request that you use all resources available to you for the 
defeat of additional legislation relative to the Fair Labor Standards Act. 

Yours very truly, 
W. A. WINBUrRN III. 


PICCADILLY CAFETERIA, 
Beaumont Tex., March 6, 1960. 
Congressman Putt M. LANDRUM, 
House Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN: I manage the Piccadilly Cafeteria at 358 Bowie Street, 
in Beaumont Tex. I am writing you to object to the passage of the amend- 
ment to the Federal wage and hour law which will increase the minimum 
wage and broaden the coverage of the act. 

I would suggest that the provisions of the old act be left as they are, and 
that the act not be amended to cover businesses such as ours, which are not 
directly in interstate commerce. 

If our business were made subject to a $1 or $1.25 per hour minimum wage, 
we definitely would not be able to absorb the increased cost. We calculate, 
assuming the same number of meals would be served, that we would have to 
increase our selling prices to the general public by 15 to 20 percent in order 
to cover the increase in our payroll. However, we know from our operating 
experience that sales volume drops when prices are advanced. Therefore, to 
actually offset the increased labor cost occasioned by being made subject to 
the minimum wage, we estimate we would have to increase selling prices by 
30 percent. This increase would be necessary even if there were no “bumping 
up of salaries already over the minimum.” 
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As I see this act, it is purely inflationary and I would appreciate you using 


your vote to prevent further inflation and thus help stop communism which 


has always followed inflation. 


For the above reasons, Congressman Landrum, I urge you to vote against 
extending the coverage of the Federal wage-hour law and increasing the nini- 


mum wage. 
Yours truly, 


CLYDE MALMBERG, Manager. 


PIccADILLY CAFETERIA, 


Monroe, La., March 3, 1960. 


Congressman PHIL M. LANDRUM, 
Augusta, Ga. 


Dear Mr. LANDRUM: I manage the Piccadilly Cafeteria at 2208 Louisville, 
Monroe, La. I am writing you to object to the passage of the amendment to 
the Federal wage and hour law which will increase the minimum wage and 


broaden the coverage of the act. 


To my way of thinking it would be the height of folly to boost the coverage 
of the minimum wage and to increase the minimum wage from its present level. 
Such action would not only be inflationary, but I fear it would actually work 


to the disadvantage of wage earners in the low-income brackets. 


I could go on stating many reasons against this amendment, but feel you are 
fully aware of its effect on especially the Southern States, which have a great 


deal of unskilled labor which would likely end up on relief rolls. 
Thanking you for your consideration, 
Sincerely, 


WARREN A. RANDALL. 


HERALD HOUSE, 


Independence, Mo., March 9, 1960. 


Hon. PHit LANDRUM, 
Chairman, Subcommittee on Education and Labor, 
House Office Building, Washington, D.C. 


Dear Mr. LANDRUM: It is my understanding that your subcommittee of the 
Education and Labor Committee is now holding open hearings concerning H.R. 


4488 introduced by Representative Roosevelt of California. 


I should like to take this opportunity to protest any wage hour bill which 
grants a minimum wage of $1.25 per hour across the board. I certainly believe 
that every man is worthy of his hire and that most adult wage earners are cer- 
tainly worth a minimum of $1.25 per hour. Where I feel that such a law is 
unfair, however, is by including totally inexperienced apprentices, such as part- 
time high school workers or other people with absolutely no experience. I would 
certainly urge that you do everything within your power to see that the new bill 
makes it possible to hire totally inexperienced people for less than $1.25 per hour, 


Sincerely, 


KENNETH L. GRAHAM. 


Hvcry Rearty Co., 


Birmingham, Ala., March 11, 1960. 


Representative LANDRUM, 
Democrat, of Georgia, Congressman. 


Dear Mr. LANDRUM: Do not increase the minimum wage. 


Someday, the Congressmen and Senators are going to realize they can’t 


legislate wages. They have to be earned. 


A company has to earn money, before it can pay it out for wages and materials. 
Yes, the United States Steel, General Motors, General Electric, can raise 
wages, 10 cents per hour, if they can pass the increase on to the public, but what 
about all those small and medium sized firms all over the country, that have to 
earn the money each week to meet the weekly payroll. Wages for them now, 
is about 40 percent too high. That’s why so many are unemployed, either fully, 


or partially. 


Think of the many people from 40 to 65 that can’t get a job anywhere because 


they are not skilled workers, or haven’t any particular trade. 


You would be surprised how many carpenters, and other workers come to my 


office weekly, to get repair jobs and say they are working for $1 per hour. 


You 
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can go to many small towns and advertise for 25 workers to do odd jobs at $1 
per hour and you will get 500 applicants. Why ; because they want work. 

The big companies can take care of themselves and those employed by the 
big companies are all right, and 10 cents per hour won't help them, but will hurt 
all the workers not employed over age 40, and all the small and medium sized 
companies all over America. 

You will continue to create a welfare state the more you raise the minimum 
wage, 

Vote no, on any increase, now or in the future. The workers are taking ad- 
yantage Of the companies, not the companies taking advantage of the workers. 

Spend your time reducing the cost of Government, vote against all wage in- 
creases, all Government subsidies, and other wasteful Government expenses. 

Best regards. 
V. H. Huey. 


BROWN CONSTRUCTION Co., 
Gainesville, Fla., March 8, 1960. 
Congressman Prin. LANDRUM 
U.S. Representative, Washington, D.C. 

Dear Sir: We sincerely urge you to use every means at your disposal to 
prevent the Kennedy bill (H.R. 4488) from being reported out of committee, and 
if it does succeed in being reported out of committee, we again urge you to ex- 
pend every effort to have this bill defeated in the House of Representatives. 

Very truly yours, 
Brown CONSTRUCTION Co., 
A. R. Brown. 


MARTINS ForRK LUMBER Co., 
Lexington, Ky., March 11, 1960. 
Mr. Pott LANDRUM, 
U.S. House of Representatives, Washington, D.C. 

DEAR Mr. LANDRUM: We are very much concerned Over the proposed increase 
in the wage hour minimum. The lumber business has always been a low waze 
industry due a whole lot to the amount of manual labor required and to the 
fact it does not lend itself to mechanization as much as most other industries. 

In checking over our stock lists we note that our prices on hardwood lumber 
are changed on average very little from our prices of 7 and 8 years ago, 
All of eur costs have gone up some very substantially and yet our lumber reali- 
zation has remained almost static. An increase in the minimum wage will 
mean that it will be still harder to make ends meet and can possibly result in 
increased unemployment in the class of workers that have too many unemployed 
at the present time. We sincerely hope that you will keep this in mind in con- 
sidering any change. 

Yours very truly, 
CHARLES BRINGARDNER. 


ARNAUD’S RESTAURANT, 
March 8, 1960. 
Hon, Prin M. LANDRUM, 
House of Representatives, 
Washington, D.C. 

DEAR CONGRESSMAN LANDRUM: I am writing you this letter in order to ex- 
press my sentiments about the minimum wage bill (H.R. 4488), which I under- 
stand the hearings will begin next week. 

As the owner and manager of Arnaud’s Restaurant, and the daughter of the 
founder, the late Count Arnaud Cazenave, I believe that this bill will raise the 
labor cost 40 percent and will result in many of the smaller restaurants not 
being able to absorb the increase of wages. It will not only close many res- 
taurants, but will result in the dismissal of many employees and workers. 

I do hope you will give this your most undivided attention, because a house 
divided cannot stand, but a house united, stands forever. 

Respectfully yours, 
GERMAINE C. WELLS. 
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GREENVILLE, 8.C., March 9, 1960. 
Hon. Pui M. LANDRUM, 
House Office Building, 
Washington, D.C. 


Deak Mr. LANDRUM: This letter is with reference to the Roosevelt bill (H.R, 
4488) which proposes to increase the minimum wage to $1.25 per hour and ex- 
tend coverage to millions of new workers. 

I wish to urge you to oppose enactment of this bill. 

It is my Opinion that the minimum wage is in itself detrimental. In the 
first place, it prevents the employment of many people who are able to work 
but cannot do the work of an able-bodied adult. If such people must be paid 
minimum wages which are above their economic value, employers cannot af- 
ford to employ them and they therefore become a charge upon the public. In- 
stead of being able to support themselves at least in part although on a low 
standard of living, they must become dependent upon Government handouts. 
This is wrong in principle. 

In addition, the minimum wage in principle represents an intrusion of the 
Federal Government into the affairs of private industry and the personal life 
of the working men. Our free enterprise system is already shackled too much by 
governmental regulations. 

For both of these reasons I urge that you do everything possible to defeat 
this legislation. 

Yours very truly, 
THOMAS PARKER, M.D. 


Macon, Ga., March 11, 1960. 
Hon. PHit LANDRUM, 
House of Representatives, 
Washington, D.C. 


DEAR CONGRESSMAN LANDRUM: I have been concerned since last year with S. 
1046, by Kennedy, of Massachusetts, and H.R. 4448 by Roosevelt of California, 
with regard to minimum wage extension. In analyzing these bills, which are 
practically the same, it seems to me that they are certainly inflationary in nature 
and we all know that it is to this country’s interest to curtail legislation that 
will further increase the inflationary spiral. I am particularly interested in 
the extreme penalty that these bills would place upon small loggers in the pulp- 
wood and lumber industry. As you know, the present Fair Labor Standards Act 
permits a 12-man exemption from reporting for operations employing 12 or fewer 
persons. 

As I understand it, S. 1046 was amended last year to limit the exemption 
to eight persons. While this number of exemptions might seem to be better 
than none, when I start analyzing it, I find through experience that 10 to 14-man 
crews are more efficient and economical than would be a lesser number of men. 

In the event that such exemptions are limited to eight men, the logging in- 
dustry, in order to maintain its efficiency, would be forced into larger operations 
in order to take advantage of mechanized logging and its attendant high cost of 
capital equipment and thus force the small, independent logger out of busi- 
ness. This, in turn, will create additional unemployment. 

The original 12-man exemption in the logging operations was predicated 
upon seasonal operations and this situation is still the same as obtained at that 
time. 

I urgently request that you lend your support to maintaining the 12-man 
exemption and to defeating other inflationary measures that these bills would 
bring about. 

With kindest personal regards. 

Yours very truly, 
JAMES A. May. 


PiggLy WiceLty Srms Srores, Inc., 
Vidalia, Ga., March 14, 1960. 


Hon. Puit M. LANDRUM, 
House of Represenatives, 
Washington, D.C. 
My Dear Mr. LANDRUM: If and when H.R. 4488 and H.R. 7490 reach the 
voting stage I urge you to oppose them. 
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Passage of either of these bills or similar ones would be just another step of 
Federal intervention into local business. Since the original minimum wage law 
was enacted shortly after the depression and that prosperity exists today, is there 
really any serious need for expanding such legislation at this time? 

Hope you will give these issues your careful consideration. Many thanks and 
kindest regards. 

Sincerely, 
J. A. COROCKETT. 


Macon, GA., March 14, 1960. 
Hon. PHIL M. LANDRUM, 
House of Representatives, 
Washington, D.C. 


DEAR Sir: There are two bills now pending which are of much concern to me. 
These are S. 1046 by Kennedy, of Massachusetts, and H.R. 4488 by Roosevelt of 
California, and deal with the extension of the minimum wage provisions. I am 
quite familiar with the provisions of the present Fair Labor Standards Act and 
can foresee the extreme penalty that these proposed bills, if placed into law, 
would impose upon loggers in the pulpwood and lumber industry. 

It is my opinion that the passage of the aforementioned bills would not be in 
the best interest of our country. This seems true because certainly they are 
inflationary in nature and none of us want to contribute to any further increase 
in the inflationary spiral. Also, further restrictions upon the little man in the 
logging business could well mean the end to many of these small businesses. 

I earnestly request that you give your support to maintaining the 12-man 
exemption and to defeating any other inflationary measures that may be em- 
bodied in these bills. 

Very truly yours, 
G. S. GrBson, 


Ety-THOMAS LUMBER Co., 
Werth, W. Va., March 9, 1960. 
Hon. Pui. LANDRUM, 
Chairman, Fair Labor Standards Subcommittee, 
U.S. House of Representatives, Washington, D.C. 


DeaR Sir: We understand that the matter of increasing the minimum wage 
is under consideration. 

If the minimum wage is raised it is going to put a lot of people out of business 
in our opinion. 

The lumber business in particular is highly competitive and lumbermen are 
not in a position to raise prices when wages are raised such as the steel com- 
panies are for instance. 

We trust that the matter be given serious consideration before the minimum 
wage is changed. 

Very truly yours, 








DANNY’S DINER, INC., 
Montgomery, Ala., March 12, 1960. 
Hon. Pui M. LANDRUM, 
Chairman, Subcommittee on Labor Standards 
House Office Building, Washington, D.C. 

Dear Mr. LANDRUM: As State membership chairman for the Alabama State 
Restaurant Association, I feel that I can speak for the small restaurants and 
cafes around the State. I am referring to the recent bill being sponsored by 
Senator John Kennedy, S. 1046, and H.R. 4488, pertaining to the minimum wage 
bill. 

You probably are familiar with a diner such as ours. We seat only 45 
persons, and I am sure that you are acquainted with such difficult problems as 
we have, such as: 

1. First of all, as per Dun & Bradstreet, the restaurant industry ranks right 
at the top in the Nation for the number of failures. 

2. We have always picked up the unskilled worker, the drifter, or the person 
who just couldn’t get a job anywhere, and have struggled to make a living 
with this type of help, and a small margin of profit. 
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3. In our diner, we have vowed never to sell alcoholic beverages, and so 
we could never sell enough food to have an adequate volume of business to 
warrant a minimum wage of $1.25. Also, we do not have a plush-type restaurant 
whereby we could charge high enough prices. 

4. We are already forced to operate 24 hours a day, 7 days per week, in order 
to achieve a volume necessary to stay in business. And I must add that we 
have as yet, in the 7 years we have been in business, to reach the expected 
volume which we were advised we would do. 

As a young businessman, I certainly hope that I may grow into a business 
whereby I can contribute in a large measure to the growth and betterment of 
mankind. Right now, a minimum wage law would automatically put me out 
of business, just as it would so many of our friends here in the South. 

Please help us to be exempt from this bill at this time. 

Very truly yours, 
DANNY LONG. 


P.S.—These problems, plus more, would be more difficult even if this coverage 
were extended at all on a $500,000 or $1 million volume basis. It would still 
reflect drastically upon us. 


GRANTHAM, Pa., March 7, 1960. 
Hon. Pui M. LANDRUM, 
Chairman, House Labor Standards Subcommittee, 
U.S. Congress, Washington, D.C. 

My Dear CHAIRMAN LANDRUM: I urge prompt completion of hearings by the 
Labor Standards Subcommittee on the Fair Labor Standards Act and favor- 
orable action on both the broadening of coverage and increase in the minimum 
wage to $1.25 an hour. 

If both improvements are not possible at this session, I believe broadening 
coverage should have top priority. 

Sincerely yours, 
ELIZABETH 8S. JOHNSON, 


RomgE, Ga., March 14, 1960. 
Hon. Pui LANDRUM, 
House of Representatives, 
Washington, D.C. 

DEAR CONGRESSMAN LANDRUM: A great deal has been said and written within 
the past several years as to suggested steps to be taken by our Government to 
further strengthen the small businessman. Yet at the same time we often find 
the Congress suggests legislation that would not only hamper the small business- 
man’s method of operation, but in many cases completely eliminate him from 
competition. I make particular reference in this instance to S. 1046 by Kennedy, 
of Massachusetts, and H.R. 4488 by Roosevelt, of California, as it relates to the 
minimum wage extension. These bills, which are very similar, are to me in- 
flationary, which, of course, is cause for further concern. I also feel that the 
small producer in the lumber and pulpwood industry would be almost non- 
existent should this legislation be made into law. 

The Fair Labor Standards Act states, I believe, that it is unnecessary for 
operations employing 12 or fewer persons to make a reporting at the present; 
however, I understand that S. 1046 was amended last year to limit the exemp- 
tions to 8 persons. Actual experience has shown that a crew of 10 to 14 men 
is necessary for an efficient and profitable operation. I definitely feel that it 
would be impossible for the small producer of lumber or pulpwood to remain 
in competition if either of the two mentioned bills are made into law. 

As you no doubt know, the original 12-man exemption was predicated upon 
seasonal operations, and this situation, of course, has not changed. 

I kindly ask that you give careful consideration to this request and lend your 
support ie maintaining the present 12-man exemption by defeating S. 1046 and 
H.R. 4488. 

With kindest personal regards. 

Very truly yours, 


HERBERT A. Kipp. 
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MonTGOMERY, ALA., March 15, 1960. 
Hon. PH M. LANDRUM, 
House of Representatives, 
Washington, D.C. 


Sir: The owners of the Dutch House oppose S. 1046 and H.R. 4488. We feel 
that if these bills are passed the decrease in profits would force us to close up. 
Due to the large number of restaurants in Montgomery we have to operate with 
a small margin of profit in order to keep our prices as low as possible. There- 
fore, any increase in salary would make the amount of money being paid out more 
than the amount being received. So we would appreciate your cooperation in 
opposing these bills. 

Very truly yours, 
W. A. CARDEN, Coowner. 


IDEAL CAFE, 
Montgomery, Ala., March 15, 1960. 
Mr. Put LANDRUM, 
House Office Building, 
Washington, D.C. 

Dear Siz: As a member of the restaurant industry I would like to request that 
you vote “no” to House bill 4488 (the minimum wage bill). 

Being familiar with conditions in Alabama, and in the South as a whole, you 
must realize that it is impossible to pay wages such as these and still remain in 
business. 

This bill would virtually put the small businessman out of circulation here 
regardless of which business he is occupied in. 

Sincerely yours, 
JAMES KLONARIS. 


GABBERT Orn Co., 
Senatobia, Miss., March 15, 1960. 
Subject: Extension of coverage and increase in minimum wage under the Fair 
Labor Standards Act. 
Hon. Putt M. LANDRUM, 
House of Representatives, 
Washington, D.C. 


DEAR Mr. LANDRUM: I hope that this letter receives your personal attention. 

It is a well-accepted fact that the power to tax is the power to destroy. The 
power to regulate is rapidly becoming the same. 

If the proposed minimum wage and time and one-half overtime provisions are 
extended to oil jobbers and service stations it will, undoubtedly, result in forcing 
thousands of small, independent establishments out of business. 

Will you please take the time to consult the service station operators and oil- 
men in your district as to the accuracy of this statement? 

Russia is not our principal threat to survival. It is decay from within—decay 
from congressional and executive action motivated by political expediency rather 
than adherence to those principles upon which this country was founded, social- 
ism, inflation, an ever-increasing Federal debt, exorbitant taxation, and Federal 
bureaucracy, with its insatiable thirst for power, attended by corruption and 
greed. ; 

There is abundant evidence pointing toward a lack of respect for the Federal 
Government. During the past decade no Congress has adjourned without hav- 
ing imposed some additional tax, regulation, report, or other burden upon free 
private enterprise. : 

I believe it is later than you gentlemen think. We are rapidly becoming a 
second-rate nation, Any government that is big and powerful enough to give 
the farmers, tax-free co-ops, wage earners, labor unions, and the aged practically 
all they want is powerful enough to confiscate, through one method or another, 
that which enables the rest of us to refrain from feeding at the public trough. 
Confiscation is progressing at a rapid rate. 

I hope that you will see fit to vote against the extension of the minimum wage 
law. 

Sincerely yours, 
MAGEE GABBERT. 


55097—60—pt. 3——40 
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Koxomo, INp., April 5, 1969. 
Representative Pum LANDRUM, 
Chairman, House Labor Subcommittee, 
New House Office Building, 
Washington, D.C. 

DEAR REPRESENTATIVE LANDRUM: According to recent newspaper articles, your 
committee is seriously considering acceptance of H.R. 4488 which would increase 
the minimum wage to $1.25. This, to me and thousands of others, is wrong 
because it will definitely hurt and definitely put the little businessman out of 
business. When one group gets an increase it is not long till the others demand 
an equal increase to maintain the wage differential. This furthers the infla- 
tionary spiral. 

What is even more shocking was Mr. Meany’s testimony in which he stated: 
“So, if this kind of business is killed by a minimum wage of $1.25, I for one will 
not be sorry.” The little man must be protected. I, for one, patronize them 
continually because they give honest-to-goodness service and are a basic part of 
our economy. 

I urge you to do everything in your power to prevent any change in the 
minimum wage. 

I am writing you because I know you are a true American, as shown in your 
vote against the education bill (H.R. 10128) which will, if passed, assume local 
responsibility. 

I would appreciate this being read into the record. 

Sincerely yours, 
STANLEY M. MOORE, 


THE Ivy Room, 
Durham, N.C., April 4, 1960. 
Hon. PHILure M. LANDRUM, 
Chairman, House Labor Standards Subcommittee, 
House Office Building, 
Washington, D.C. 


DeaR Sir: I wish to protest the passage of the Roosevelt-Kennedy bill for 
coverage of small business in general and for restaurant workers in particular. 
I believe the following reasons are based on sound thinking: 

1. Forcing wages up without regard to productivity will result in layoffs, since 
restaurants would have to readjust their operations to require fewer employees. 
Many small businesses have to operate with workers less qualified for other 
positions—either through lack of proper education, intelligence, or training. 

2. It would be virtually impossible to arrive at a fair tip standard for waiters 
and waitresses, as they are not forced to report their tips and may be unwilling 
to do so, and if they do report we become a tax-collecting agent for them. 
Added to this is our present meal allowance. In our area two meals are fur- 
nished and these meals cost us more than we charge off to the employee. Even 
though the highest priced food may not be furnished, nevertheless, the employee 
consumes not two meals but three, and this occurs in 75 percent of all restau- 
rants. Uniforms, laundry, employee insurance, and other fringe benefits are all 
additional payroll expenses. 

3. Even if the bill was revised to cover the so-called big fellow, this is not 
possible, since we are all competing in the same labor market. If busboys and 
dishwashers are paid $1.25 an hour, that means we will be paying trained cooks 
and bakers $2.50 an hour. Therefore, if the minimum wage law applied to the 
big cafeteria down the street and our operation was exempt, how could we ex- 
pect to find qualified workers at our lower wage scale? 

4. If the law is passed, our menu prices will increase from 20 to 25 percent, 
and a great percentage of small restaurants will be forced to close shop. More 
employees will be laid off as we adjust to more automation and less manpower. 
Recordkeeping will be an additional burden resulting in an additional expense. 
Seventeen separate records must be maintained for each employee for 3 
years. Higher wages pushed on manufacturing would result in higher mer- 
chandising costs, building costs, and even on down the line to advertising. 

If you are for the continuance of small business and believe in free enter- 
prise, we urge you to consider these things when you take a stand on the Federal 
minimum wage bill. Consider that retail and service establishments are “local” 
in character and should not be subject to “Federal” wage and hour control. 
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Regulations of “local” business should be left to the discretion of the State 
government. 
Very truly yours, 
LENORA McDURMONT. 


SoutrHWEsT Forest INpusTRIES, INC., 
Phoeniz, Ariz., March 28, 1960. 
Hon. JoHN J. RHODES, 
House of Representatives, 
Washington, D.C. 

Dear Sir: Since Congress is considering amendments to the wage-hour law, it 
would be appropriate to decide at this session whether a fundamental revision 
of the act should be made: Should the minimum wage section of the law be 
treated in one piece of legislation and the overtime provision be handled sep- 
arately or not at all? 

As you know, the wage-hour law is “depression” legislation. The minimum 
wage part of the act was intended to eliminate “sweatshops” and the overtime 
provisions were intended to spread the work. The two sections really have no 
close relationship. 

The overtime provisions cause innumerable problems to an employer. For one 
thing, it is extremely difficult to determine in many cases whether an employee 
is exempt because of the generalizations that describe an “administrative” 
employee. For another thing, where employees work varying hours from week 
to week and wish to be assured of a certain amount of gross pay, the employer 
encounters trouble. If the employer pays on a straight hourly rate, or on a 
salary converted into a straight hourly rate, the employee is unhappy in those 
weeks when he does not work the normal number of hours; and a morale 
problem is often created when some office employees “soldier” on the job in 
order to make overtime while their more conscientious associates do not. Or if 
the employer pays on a “Belo plan” (which apparently was authorized by Con- 
gress but continues to be anathema to the Division) he may satisfy the employee 
and himself but he will either have to argue a long time or litigate with the 
Division. Or if the employer pays on a fluctuating workweek plan of the kind 
approved by the Division, the employee becomes unhappy because he receives 
very little more for working, say, 46 or 48 hours than he does for working 
40. Congress may be forgetting about the trouble it is causing for lawabiding 
employers in its effort to reach the employer who works long hours at straight 
time, but the latter is probably in intrastate commerce anyhow and thus exempt 
from both the minimum wage and overtime provisions. 

The overtime provisions of the act are responsible for practically all of the 
litigation resulting from the law and require, I would suppose, nearly all of 
the time of the legal staff and inspectors of the Wage-Hour Division. 

It would appear that the overtime provisions are unnecessary. No “spread 
the work” program has been warranted since the enactment of the law in 1938 
and the need for one is not apparent now. Premium pay for overtime is a 
well-established practice and need not be unnecessarily complicated by a law, 
with its unknown liabilities and inspections by Federal agents. If there were 
no law providing an overtime penalty, an employer working employees long 
hours at straight-time pay would either have difficulty in finding or keeping 
employees or would be inviting unionization. 

In amending the wage-hour law at this session, the Congress is able, if it so 
chooses, to lighten the burden on employers and to save some money for the 
taxpayers through a reduction in appropriations. 

With kindest regards, I am, 

Sincerely, 
P. C. GAFFNEY. 


Ernst SEIDELMANN Corp., 
New York, N.Y., April 7, 1960. 
Hon. Put M. LANDRUM, 
Chairman, House Labor Standards Subcommittee, House of Representatives, 
Washington, D.C. 
Deak Sir: We are writing you with reference to bill H.R. 4488 with particular 
reference to the proposed increase in the minimum wage. 
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We are exporters of railroad crossties and believe that it would be against 
the best interests of this industry to have the present exemption on logging re. 
moved. Exports of crossties have been in a slump for a number of years, and 
in fact, recently published export statistics show that 1959 exports were at the 
lowest in 5 years. This is to a large extent due to the relatively high cost of 
labor in the United States as compared to the ridiculously low wage levels prevail- 
ing in African and Asian countries producing and exporting crossties in competi- 
tion with American exporters. 

Since labor in the United States accounts for 50 to 60 percent of the cost of 
producing a crosstie, it is evident that any increase in the minimum wage will 
further hamper the ability of American exporters, to compete in world markets, 

We respectfully request that you give this your consideration. 

Very truly yours, 
Trep KUPFERMANN. 


GRAVES-HUMPHREYS, INC., 
ROANOKE ,VA., March 24, 1960. 


DEAR REPRESENTATIVE LANDRUM: May I take this opportunity to recommend 
and request your support in amending the present minimum wage laws or Fair 
Labor Standards Act that would place Walsh-Healey and Davis-Bacon Acts un- 
der the minimum wage laws. It is my opinion this would eliminate a great deal 
of duplication, inconsistency, and considerable injustice brought about by these 
two labor wage laws. 

Thanking you for any consideration you might give this request, I remain. 

Very truly yours, 
C. FRED MANGUS., 


O.K. RUBBER WELDERS, 
Montgomery, Ala., March 16, 1960. 
Hon. Putt M. LANDRUM, 
U.S. Representative from Georgia, 
Washington, D.C. 

Deak Sir: AS a small businessman, I have learned that in order to survive, 
there can be no letup in the continual struggle which seems to be always “up- 
stream.” 

Senate bill 1046, if passed, would impose an additional burden affecting a 
substantial increase in the ever-climbing profit squeeze. I respectfully urge 
you to use your vote and influence to defeat this bill. 

Your respectfully, 
WILLIAM H. Murray. 


PEKIN, ILu., March 25, 1960. 
Representative Puittie LANDRUM, 
ITouse Office Building, 
Washington, D.C. 

DEAR REPRESENTATIVE LANDRUM: We Strongly urge your support of House 
bill 4488 relative to raising the minimum hourly wage from $1 to $1.25 and 
extending coverage to hotel and related industries. 

We would also be interested in learning your views on this bill. 

Very truly, 
OWEN D. Coy_e, 
CrecrnIa A, COYLE. 


BILLines, Mont., March 23, 1960. 
Hon. Put. M. LANDRUM, 
Chairman, Labor Standards Subcommittee, 
House of Representatives, 
Washington, D.C. 

DeEaAR Sig: I am treasurer for a group of small stores operating in Montana 
and Wyoming. My reason for writing you is to tell you how unfair I think any 
discriminatory volume and size standards in a minimum wage law can be. 

Our total sales volume is in excess of $3 million annually, yet only 1 store 
of the 19 we operate is anywhere near the size mentioned in most proposals for 
wage legislation. We have a number of stores in small rural communities doing 
under $100,000 in annual sales, yet it is proposed to burden these stores with the 
same minimum and recordskeeping requirements as large urban stores. I can- 








not 
stan 


regu 
In 
ent 
our 
serv! 


may 


Hon. 
Chai 
Hou. 
Was 

Di 
ber ¢ 

W 
that 

Ne 
woul 
whe 
in 01 
duet: 
depr 

Ey 
ment 
merc 
dise1 
inter 

Wi 
our € 


Hon. 
Chai 
Hou: 

DE 
wage 
pring 
cove! 

I¢ 
dabb 
furtl 
whic 


Hon. 
Mem 
Was 

Dr 
of Ri 
latio: 
incre 


prod 








ast 
Te- 
nd 
the 


ail- 
ati- 


ts, 


ond 
air 
ull: 
eal 


ive, 


use 
and 


ana 
any 


tore 
for 
ying 
the 
"an: 





MINIMUM WAGE-HOUR LEGISLATION 1551 


not see any logical connection between wage rates in Bridger, Mont., for in- 
stance, and Chicago or New York, but it is proposed to submit both to the same 
regulation. 

In effect, the extension of minimum wage legislation under any of the pres- 
ent proposals will legislate us out of business in some of our small towns, 
our people out of job opportunities, and the local community out of a desired 
service. 

I would appreciate hearing your views on this subject and hope that you 
may see fit to oppose any extension of minimum wage legislation. 

Sincerely, 
J. H. Banks. 


BURBANK CHAMBER OF COMMERCE, 
Burbank, Calif., March 22, 1960. 
Hon. Prin M. LANDRUM, 
Chairman, House Labor Standards Subcommittee, 
House Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN LANDRUM: The Board of Directors of the Burbank Cham- 
ber of Commerce went on record at a recent meeting as opposing H.R. 4488. 

We feel if this legislation is enacted, it would cause a general spiral of wages 
that would be highly inflationary. 

New wage costs imposed by the legislation that could not be met out of profits 
would have to be offset by increased cost to the consumer. In those instances 
where an employer cannot raise prices, he would have to lay off some employees 
in order to keep wage costs in proper balance. Marginal employees whose pro- 
ductivity is not on a par with the $1.25 hourly minimum wage would thus be 
depriced of a source of income. 

Extension of Federal wage-hour regulations to retail and service establish- 
ments would represent intervention by the Federal Government into local com- 
merce. The need for wage-hour laws in local commerce should be left to the 
discretion of State governments, limiting Federal authority to the control of 
interstate commerce. 

We urge your opposition to this legislation which poses a serious threat to 
our economy. 

Sincerely, 
C. V. Ecciestone, Jr., President. 


BattrmMoreE, Mp., March 22, 1960. 
Hon. PHiIL LANDRUM, 
Chairman, House Education and Labor Subcommittee, 
House Office Building, Washington, D.C. 

Dear Mr. LANDRUM: Bills S. 1046 and H.R. 4488 would increase the minimum 
wage to $1.25 per hour and extend coverage to some 10 million more workers, 
principally in the retail and service fields. S. 1967 and H.R. 7490 would extend 
eoverage without changing the minimum rate. 

I am writing to express my opposition to all of these bills and to any further 
dabbling by the Federal Government in National Socialism. If we go much 
further along these lines, our country will soon be looking like Hitler’s Germany, 
which God forbid. I do hope that you will also see fit to oppose these bills. 

Sincerely, 
Amos R. Koontz, M.D. 


RAYONIER, INC., 
Fernandina Beach, Fla., March 24, 1960. 
Hon. D. R. (Bitty) MatrHews, 
Member of Congress, 
Washington, D.C. 


IeaR BILLY: It is our understanding that the Subcommittee on Labor, House 
of Representatives, will commence public hearings, March 29 on proposed legis- 
lation which would eliminate the 12-man seasonal and forestry exemption and 
increase the minimum wage. 

You are familiar, I am sure, with the fact that pulpwood in the Southeast is 
produced by independent producer-contractors operating with from 3 to 12 men. 
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Practically all of it is produced on a piecework rate, per cord or per load. Should 
these producers lose the 12-man exemption they will be forced to keep records 
and file reports which they are not now required. In most cases they do not have 
the organization, the time or the training to keep the records and file the reports 
which will be required. 

If the producer-contractors lose the 12-man seasonal and forestry exemption, 
they will eventually be forced out of business and the pulp mills will have to take 
over wood production with larger company logging operations where proper 
records and reports can be made. 

In view of the above, your influence and support is requested to maintain the 
present 12-man seasonal and forestry exemption. 

With personal regards. 

Sincerely, 
RAYONIER, INC., 
Southeast Timber Division. 
ERNEST P. DAvis, 
Operating Manager. 


RotH Bros. Co. 
Superior, Wis., March 28, 1960. 
Representative PHm LANDRUM, 
House of Representatives, 
Washington, D.C. 

DEAR REPRESENTATIVE: The purpose of this letter is to urge you to oppose the 
approval by the House Labor Committee of bill H.R. 4488. 

The passage of this bill could do irreparable damage to a business such as 
ours. We are a family owned department store doing about $1,450,000 volume. 
Our net profit last year was a little over $18,000. We employ about 120 people 
year around with an extra 80 or so at Christmas. 

Here is what passage of H.R. 4488 would do to us. 

1. To raise just our steady employees to $1.25 per hour (not to mention adjust- 
ing wages to maintain the existing wage differential, or paying our Christmas 
extras (usually inexperienced) the new $1.25 minimum) would cost us a mini- 
mum of $36,000, just twice our net profit. 

2. To cover this increase in our cost of doing business we would have to raise 
our prices. All of our competition, with one exception do less than $500,000, 
so they would not have this cost increase to cover. We would be at a great 
disadvantage, to say the least, and could be pricing ourselves out of business. 

3. To help keep our costs down we would have to lay off part-time employees, 
semiretired workers, and other marginal employees that possibly would have a 
hard time finding other employment. 

So this bill could result in any or all of the following things. 1. Increasing 
our prices (inflation). 2. Reducing our work force (unemployment). 3. Wip 
ing out our profit, and we must have profit or we can’t stay in business. As 
you can see our net profit last years was 1.2 percent of our sales. It was also 
a little better than 3 percent on our investment. This is a very poor return on 
our money and points out that we have a very tough fight just staying in 
business. 

You’re probably thinking that we are poor buinessmen. We're not. Most 
small department stores have exactly the same problems we have, so H.R. 4488 
could well be the straw that breaks our backs and puts a lot of us out of 
business, 

I haven’t touched upon the fact that this bill is another example of the Fed- 
eral Government’s intervention into local matters. Our business is local in 
nature and the U.S. Government has enough to tend to without interfering in 
local or State matters such as these. 

Our Federal Government was set up recognizing the limitation of its author- 
ity to interstate matters. This bill ignores that principle completely. 

I hope you'll consider the severe and possibly fatal effects that H.R. 4488 
could have on many thousands of businesses such as our, and also the inflation 
ary effect it is sure to have on the country as a whole, 

Please do your utmost to see that this bill is not approved by your committee 

Thank you. 

Sincerely, 


T. R. Smiru, Vice President. 
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Columbus, Nebr., March 26, 1960. 
Hon. PHIL M. LANDRUM, 
Chairman, House Labor Standards Subcommittee, House of Representatives, 
Washington, D.C. 

Sm: Now that the minimum wage under the Fair Labor Standards Act is up 
for review it offers an excellent opportunity for all Congressmen, particularly 
those of you on the House Labor Standards Subcommittee, to take corrective ac- 
tion on a bad situation which has existed for some time. 

I speak of the right of the Secretary of Labor to establish industry rates 
under the Walsh-Healey Public Contracts Act and the Davis-Bacon Federal 
Construction Act. 

Certainly I have no argument against all the Members of Congress to consider 
and establish minimum wages under the Fair Labor Standards Act. However, 
placing enough power in one man’s hands to do the same thing on an industry 
basis is certainly dangerous to free enterprise and the Nation’s economy. In 
most cases the rate established by the Secretary of Labor brings about higher 
costs to the U.S. Government and gives less to the people for their tax dollar. 
Certainly this is not good government economics. 

Also, this indiscriminate establishing of industry rates has driven many 
small companies out of business and has increased unemployment. Further- 
more, it discourages new small companies from doing business with the Govern- 
ment and discourages companies from starting business in remote areas where 
they could gain a labor price advantage to make up for the other area dis- 
advantages. Many companies who would normally compete in competitive 
bidding for Government contracts simply refuse to do so as wage determina- 
tions by the Secretary of Labor are far above their company and community 
rates. 

In effect, these two laws, the Walsh-Healey and the Davis-Bacon Acts, ren- 
der meaningless any national minimum wage rate judged adequate by Con- 
gress under the Fair Labor Standards Act. It is my feeling that the use of 
these acts to impose unwarranted wage standards on firms selling to the Fed- 
eral Government has been a potent factor in the inflationary process which has 
so significantly reduced the purchasing power of the U.S. dollar in the world 
as well as the local market. 

Could we have some action? Let us have an amendment outlawing the 
Walsh-Healey and Davis-Bacon Acts, or at least an amendment taking away 
the powers of the Secretary of Labor to establish industry minimum wages. 

Very truly yours, 
DALE Propwcts, INc., 
FLoyp MASON, 
Personnel Director. 


Sumter, S8.C., March 26, 1960. 
Hon. Puitip M. LANDRUM, M.C., 
Representative from Georgia, 
House Office Building, 
Washington, D.C. 


DeEAR REPRESENTATIVE LANDRUM: I understand that your Labor Standards 
Subcommittee is now conducting hearings on H.R. 4488. 

Having seen a number of sawmills close down as a result of the increase from 
$0.75 to $1 an hour in 1956, I am very firmly of the opinion that a further in- 
crease in the minimum wage to $1.25 per hour would be the wrong move at this 
time. 

As I am sure you know much better than I, the effect would be felt not only 
at the bottom of the wage-scale ladder but all the way up to the top and, in 
view of the present disastrous competition from foreign labor in certain fields, 
this is most definitely not the time to price American labor higher, in my 
opinion. 

If the concept of a free market is not to be abandoned entirely, we shall have 
to forego further artificial boosting of wages at this time. 

With hearty approval of your successful battle on labor legislation last year, 
and hoping that you will contribute with equal force to the solution of this 
minimum wage demand, I am 

Sincerely yours, 
JOHN S. Hoar, 
Attorney at law. 
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PULLMAN LAUNDRY, 


San Diego, Calif., March 23, 1960. 
Hon. Print M. Lanprum, 


House Educational and Labor Committee, 
House Office Building, Washington, D.C. 

Drak CONGRESSMAN: I am writing this letter in opposition to the Roosevelt 
bill (H.R. 4488) for the following reasons: 

1. Prosperity cannot be legislated. We cannot expect small businesses such 
as ours to compete successfully if we are saddled with a minimum wage of 
$1.25. It seems incredible to me that a nationwide standard could be set that 
would fit the many wide varieties of local businesses. 

2. An increase in the minimum is sure to bring another spiral of inflation, 
This is something we have already had too much of. 

Please hear the many small voices which often are lost in the wilderness, 
I emphasize again that the matter of wages is best governed in each local 


community by employers and labor applying their own efforts and brains to 
the problem. 
Respectfully, 


GrorGe A. NELSON. 


WILLIAMSTOWN, Mass., March 30, 1960. 
Hon. Pui M. LANDRUM, 


Chairman, Labor Standards Subcommittee. 
House of Representatives, Washington, D.C. 


DEAR REPRESENTATIVE LANDRUM: I have been following with interest the 
various proposals being considered by your committee in the area of minimum- 
wage legislation, and wish to express my hope that the House will take this 
opportunity to eliminate the serious inconsistencies that now exist between 
the Fair Labor Standards Act and the Walsh-Healey Public Contracts Act. 
Recent experience with the administration of the Walsh-Healey Act by the 
Secretary of Labor has led to widespread inequities and confusion, because 
the prevailing interpretation of the powers of the Secretary to determine the 
prevailing minimum wage for industries supplying the Federal Government 
has resulted in the establishment of dual wage standards in many industries, 
Because most of the Walsh-Healey standards are above those of the Fair Labor 
Standards Act, they are costing the taxpayers large sums of money by wun 
necessarily raising prices of goods bought by the Federal Government. 

It seems to me the time has come for the Congress to end the basic con- 
flicts between these statutes by repealing the various wage provisions of the 
Walsh-Healey Act and establishing the Fair Labor Standards Act as the sole 
statutory determinant of the minimum wage. I do not believe it was ever the 
intent of Congress to permit setting of minimum wages on a highly selective, 
industry-by-industry basis by one executive agency; yet this is the situation 
that has come about through excessively broad interpretations of the powers 
contained in the Walsh-Healey Act. 

I therefore most strongly urge that your committee consider amending the 
Fair Labor Standards Act to incorporate the minimum wage sections of the 
Walsh-Healey Act, so as to end once and for all the duplication and unfairness 
of the present statutes. 

Yours cordially, 
Bruce R. CARLSON. 


WAYNESVILLE CHAMBER OF COMMERCE, 
Waynesville, N.C., March 29, 1960. 
OFFICE OF THE LATE HONORABLE DAvip M. Hatt, 
Member of Congress, 
Washington, D.C. 


GENTLEMEN: The board of directors of the Waynesville and Haywood County 
Chamber of Commerce, in regular session unanimously to convey to you. in the 
strongest terms possible, in its opposition to the proposed legislation establishing 
a $1.25 minimum wage for retail and service industries. 

We recommend that steps be taken to explore the full effect of such legislation 
on many of our small businesses throughout the State. The board feels that 
such legislation would be a great handicap to many of our laundries, drycleaners, 
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retail businesses, and restaurants. It would be a great deterrent to the suc- 
cessful operation of many of our summer tourist places that only operate during 
June, July, and August. 

The statement that “They’ll get along somehow” has no basis of support, and 
the livelihood of our small businessman should not be jeopardized by such irra- 
tional thinking. Many of our board members belong to this classification of 
small businessmen and know first hand of these problems. We, therefore, urge 
that you give very serious consideration to the full consequences of the enact- 
ment of $1.25 minimum wage before you vote upon this matter. We feel certain 
that, if this is done, you will vote against the measure and will urge your fellow 
Congressmen to do so. 

Thank you for your keen interest in our welfare and the welfare of all the 
people of our great State. 

Sincerely, 
WAYNE Rogers, President. 


Swan SHOE Co., INc., 
Baltimore, Md., March 30, 1960. 
Representative PHIL LANDRUM, 
Chairman, House Education and Labor Subcommittee, 
House Office Building, Washington, D.C. 


DeaR Mr. LANDRUM: With reference to S. 1046 and H.R. 4488, dealing with 
increase in the minimum wage, I would like to urge you to oppose these bills. 
Continual increasing of minimums results in a general wage raise throughout 
industry, which is not only inflationary, but will also remove many unskilled, 
or otherwise handicapped employees from payrolls to relief or welfare rolls. 

In addition, constant increases in costs are eliminating many domestic com- 
modities from the market, which are being replaced by imports from low wage 
nations, which will ultimately result in more and more unemployment in this 
country. 

As far as bills S. 1967 and H.R. 7490 are concerned, it would appear that both 
of these are unnecessary at the present time, as the general minimum wage of 
$1 probably reflects throughout most employment from a competitive standpoint. 
Where the $1 does not prevail, it possibly is a good thing, as these jobs give new 
workers some experience at a lower wage, before they move up into higher wages 
and more skillful jobs. 

Also, it affords some opportunities for some workers who would not be able 
to compete at higher levels. 

In practice, minimums often take away incentive, and result in a form of 
socialism by bringing the skill and unskilled closer and closer together. 

I, therefore, urge you to oppose these bills. 

Very truly yours, 
E. W. WEAKLEY, Jr. 


CINCINNATI, Onto, March 24, 1960. 
Hon. Putt M. LANDRUM, 
House of Representatives, Washington, D.C. 


DEAR Mr. LANDRUM: As I understand it, there is now pending in both Houses 
of the U.S. Congress an amendment to the Fair Labor Standards Act providing 
for increase in coverage and a substantial increase in the Federal minimum wage. 

Though I primarily reside in the United States, in Cincinnati, Ohio, I have 
been very interested in the island of Puerto Rico and its development over the 
period of the past 10 years. 

In 1951 a group with whom I was associated founded a paperboard operation 
in Puerto Rico. 

By March of 1954 the original group had become so discouraged with high 
labor costs brought about by a combination of inefficient untrained employees 
and a general misinterpretation of the market that this business—Portorican 
Paper Products, Inc.—was on the verge of bankruptcy. 

Two associates and I reorganized this business, and I am glad to report that 
subsequent years have seen it become a thriving industry contributing soundly 
to the Puerto Rican economy. 

In 1951 our minimum wage was 35 cents per hour. Today our minimum wage 
is $1 per hour, and our average higher. 
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This increase in the minimum rate that our company has had of 186 percent 
is not singular in the Puerto Rican economy. I understand that twice as many 
companies are now at the minimum wage of $1 per hour as compared to 1958, 

The Puerto Rican economy is not the economy of the United States. In the 
past decade the Puerto Rican economy has endeavored to take strides accom. 
plished by the United States in a period of better than 50 years. In short, our 
industrial revolution is only slightly over 10 years of age. The absorption of 
a people with a horse-and-buggy philosophy into a mechanized industrial econ- 
omy has many problems, and to change the method of setting minimum wages 
in Puerto Rico, as defined in section 5(c) of bill S. 1046 would, in my opinion, 
have a definite derogatory effect on future progress of the industrial movement 
in Puerto Rico. 

It seems to me that section 8(b) of the Fair Labor Standards Act as is pres 
ently written (which section would remain unchanged by S. 1046) properly 
steers the existing tripartite committee method of setting Puerto Rican wage 
minimums and its pertinent instruction as follows: 

“The committee shall recommend to the Administrator the highest mini- 
mum wage rate for the industry which it determines, having due regard to 
economical and competitive conditions, will not substantially curtail employ- 
ment in the industry, and will not give any industry in Puerto Rico or in 
the Virgin Islands a competitive advantage over any industry in the United 
States outside of Puerto Rico and the Virgin Islands” 

provides the soundest way to upgrade the Puerto Rico wage minimums ané 
its standard of living. 

The establishment of an ultimate goal of having the same minimum wages 
in Puerto Rico as on the mainland of the United States is sound, but to achieve 
this with the complete ignoring of what tripartite committees have found to be 
economically sound would react unfavorably in the development of a sound 
economy in a very troubled area. 

The development of Puerto Rico as an industrial force is a dramatic example 
of what can be done under the free-enterprise system. As indicated above, in 
our own company’s case, we have been able to move the minimum rate up 
rapidly and other industries, as they reach maturity, as can be readily deter- 
mined by the tripartite committee method, can reflect their maturity in an 
according fashion. 

I earnestly urge the elimination of section 5(c) from S. 1046. If you would 
desire more information relative to Puerto Rico, I shall endeavor to oblige you 
in any way possible. 

Yours very truly, 

JOSEPH G. DoNoHOO. 


NEWARK, N. J., March 18, 1960. 
Hon. Pum. M. LANDRUM, 
House Office Building, 
Washington, D.C. 


My Dear Mr. LANDRUM: I am writing to you on behalf of the Consumers’ 
League of New Jersey. It is our hope that the hearings scheduled before your 
subcommittee regarding minimum wage will be concluded as quickly as possible 
in light of the very extensive hearings which have already been conducted on 
this subject. 

The administration-backed bill which has been introduced by Congressman 
Frelinghuysen contains a provision which we fear will make possible evasion 
of the intent of Congress. I refer to that provision which provides for coverage 
of employees working in retail stores doing a certain dollar volume of business 
provided the merchandise has been brought into the State by the retailer. Any 
business which does a volume in the neighborhood of $14 million or $1 million 
a year in assorted retail sales is, by the very nature of our economic system, 
deeply involved in the fruits of interstate commerce. Such a retailer desiring 
to avoid coverage would merely have to establish a separate buying entity from 
which the goods would be transferred to the main retail outlets. Thus, even 
the largest department store could do all its buying from a source within its 
own State. We feel that this type of language presents a serious defect in 
the bill which can be corrected by basing coverage solely on dollar volume per 
year. 

We certainly hope that something can be done to bring agricultural workers 
under the act. Present attempts in the New Jersey State Legislature to enact 








Chg 
Che 
Hot 


wei 
tha 


tra 
Aft 
Wi 


Thi 
the 


bet 


bui 
lev 








rcent 
nany 
1 the 
com- 
, our 
in of 
>COn- 
ages 
nion, 
ment 


pres- 
erly 


vage 


nini- 
d to 
rloy- 
r in 
ited 


Ages 
‘ieve 


rund 


nple 
>, in 


-ter- 


ould 
you 


ers’ 
our 
ible 
| on 


nan 
sion 
age 
1eSs 
Any 
lion 
em, 


rom 


ven 
its 


per 


ers 
act 





MINIMUM WAGE-HOUR LEGISLATION 1557 


a me gy wage law covering farm workers are opposed by the following 
ent: 

It would be unfair to require New Jersey farmers to compete in the market- 
place under the burden of a minimum wage when bordering sister States have 
no minimum wage. 

This argument is effectively used in every State legislature. I think that it 
has some merit, and that the only equitable solution to the problem is to do 
at the Federal level for all farm employees, that which so many State govern- 
ments are finding it impossible to do for these workers. 

Please be assured of our deep appreciation of your consideration of this 
matter. 

Very truly yours, 
Myron W. KRonIscu. 


FIDELITY UNION LIFE INSURANCE Co., 
Dallas, Tewx., March 17, 1960. 
Chairman LANDRUM, 
Chairman of House Labor Committee, 
House of Representatives, Washington, D.C. 

DEAR CHAIRMAN LANDRUM: At this time in our economy we should carefully 
weigh the matter of a minimum wage increase. Let me cite you several ways 
that it affects the situation. 

In our life insurance company, we rapidly increase our people above the mini- 
mum wage. Yet, this gives us a base at which we can start people during their 
training period. Most of our people have had no previous business experience. 
After 60 days they start moving up. 

I am familiar with a cotton mill here in Texas. It will be closing this year. 
With $1 the minimum, the rate is then staggered on up on the different skills. 
This increase will not affect it because it will be going out of business because 
the present minimum scale and labor rates were higher than this mill could make 
ona successful competitive basis. 

Let your members full evaluate the effect of foreign competition. It would be 
better in that small town where the mill is located to be selling their cotton 
goods and still be in operation than to have the effect of losing this payroll in 
the small town and closing the mill. 

Minimum wages tend to be an equalizing factor. Any growing business wants 
to pay its employees more and attract better employees. If you are going to 
build a good business, you need to pay the good people more than any minimum 
level that is ever established. 

Yours sincerely, 
JAMES M. COLLINS. 


THE BANK OF SOPERTON, 
Soperton, Ga., March 16, 1960. 
Hon. Pum M. LANDRUM, 
House of Representatives, 
Washington, D.C. 

Dear Mr. LANDRUM: I understand you are chairman of the Subcommittee on 
Labor Standards of the Education and Labor Committee, and have under con- 
sideration H.R. 4488 which raises the minimum wage rate and extends the 
coverage and among other things redefines and broadens interstate commerce 
to include those businesses, “affecting or competing in commerce.” 

As I have expressed to you before, in my opinion any increase in the mini- 
mum wage and broadening of coverage is not necessary and would not be bene- 
ficial to most of the people in this part of the country. 

With regards and best wishes. 


Sincerely, 
J. E. Hatz, President. 


C. J. Jacospy & Co., 
Atlon, Ill., March 17, 1960. 
Hon. Pom M. LANDRUM, 
House Education and Labor Committee, 
House Office Building, Washington, D.C. 
DEAR CONGRESSMAN LANDRUM: We are writing this letter in regard to the 
Roosevelt bill H.R. 4488 covering minimum wage and hour legislation. This 








1558 MINIMUM WAGE-HOUR LEGISLATION 


bill would certainly put a heavy burden on all retail stores. The above bill 
would also cause prices to soar higher, as merchants could not absorb added 
costs. Likewise, it would lessen the earning potential of commission sales 
people, and cause layoff of some employees, as well as causing the closing of 
many retail stores. 

The public does not really understand the interpretation of the bill, and so 
does not realize the harm it would do to each and everyone in retail business 
or otherwise. 

So, we would appreciate your protection of all people by voting “no” on the 
Roosevelt bill. 

Respectfully yours, 
P. W. Jacopy. 


GALATOIRE’S RESTAURANT, INC., 
New Orleans, La., March 17, 1960. 
Congressman Puri M. LANDRUM, 
House of Representatives, 
Washington, D.C. 


DEAR CONGRESSMAN LANDRUM: As of this writing, I realize that the hearing 
on the minimum wage bill, H.R. 4488 has been well underway. However, since 
the bill is of greatest import to us of the restaurant business, we deem it ex- 
pedient to express our views to you in hopes that they may in some way affect 
you and your committee’s decision. 

A minimum wage bill including restaurant operation in the United States 
would be the death “knell” to thousands of restaurants throughout the country. 
Such a bill would result in a 40 to 50 percent increase in labor costs to the 
average restaurant. To meet such an increase, the price of food served in the 
restaurant would have to be increased and the employment in the restaurant 
would have to be reduced. 

Considering the first reason, the public would not accept an increase of 40 
to 50 percent on the price of food served in restaurants. Percentagewise restau- 
rant prices have been the last to be increased since World War II in comparison 
to other retail prices. Secondly, with an increase in wages as proposed, a 
restaurant owner would have to demand maximum efficiency from his em- 
ployees. Actually in most of the independently owned restaurants in this 
country about 15 to 20 percent of the employees are expendible because of age, 
mentality, and physical fitness. These employees would have to be discharged 
and their duties be given to younger more efficient employees. With the class 
of restaurant that can raise prices, the effect of the bill will be one of inflation 
and if the restaurant can survive, it will certainly lay off the least productive 
workers which will add to the unemployment compensation rolls. In summary 
there can be but two results from the passage of such a bill, namely inflation 
and unemployment. 

We trust that these reasons that we have given to you in this letter will 
influence you to prevent the enactment of this unjust measure. We also invite 
you to visit our establishment whenever you or any of your committee are 
present in our fair city. 

Respectively yours, 
Justin L. GALATOIRE. 


Rome, GaA., March 21, 1960. 
Congressman Prin LANDRUM, 
House of Representatives, 
Washington, D.C. 


Dear Mr. LANDRUM: I would like to urge you to do all in your power to defeat 
H. R. 4488 by Roosevelt, of California, concerning the 12-man exemption on 
the Fair Labor Standards Act. It is my belief that this bill would hurt the 
sawmill and pulpwood industries and workers in the South a great deal. Many 
of these people cannot afford to hire bookkeepers to comply with provisions 
of this act. 

I hope you will see fit to vote against this bill. 

Very truly yours, 


Pui. BREWSTER, Jr. 
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GENESCO, 
Nashville, Tenn., March 22, 1960. 
Congressman Puit M. LANDRUM, 
The House Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN LANDRUM: Probably no legislation will have more impact 
on Americans during this session than the minimum wage proposition, 

Personally, I would like to see this minimum rate raised to $1.15 per hour, 
and a provision made raising the rate an additional 5 cents per hour on Janu- 
ary 1 each year for as long as a sound economy will permit. 

A steadily rising wage level, coming about through improvement in produc- 
tivity, would help labor relations, distribute purchasing power, and make for 
a sound economy. 

At the same time, we at Genesco believe that the learner’s clause in the wage 
and hour law should be abolished. We don’t use it at Genesco, but it appears 
that some companies use this clause to take unfair advantage of their employees. 

I know you will give the minimum wage legislation very careful considera- 
tion, but I did want you to know that a lot of people believe that a 25-cents-per- 
hour increase might defeat the very cause for which it is designed. But in 
retrospect, I believe that industry and labor would go along with a 15-cent-per- 
hour increase, with a 5-cent-per-hour increase every January 1 in the future 
as long as the national economy rises accordingly. 

I know you will study this legislation carefully. 

Sincerely, 
NELSON CARMICHAEL, 
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WHEREAS, the passage by the Congress of the United States 
of the minimum wage law establishing ea minimum hourly rate of 
$1.00 did much to improve the standard of living among the labor- 
ing people throughout the country; and 


WHEREAS, during the years sinoe the enactment of that law 
the cost of living has been increased in very substantial propor- 
tions, diminishing the purchasing power of the dollar very mater- 
feally; and 


WHEREAS, the 86th Congress of the United States will be 
called upon to act upon the pessage of a measure to increase the 
minimum hourly wage rate from $1.00 to $1.25; and 


WHEREAS, the adoption of such legislation would inure to 
the benefit of countless thousands of citizens in the Gity of 
Newark in the way of increasing their standard of living; 


NOW, THEREFORE, BE IT RESOLVED BY THE MUNICIPAL COUNCIL 
OF THE CITY OF NEWARK, NEW JERSEY: 


1. That the members of the 86th Congress of the United 
States be and they ere hereby requested to support the law to 
increase the minimum hourly wage. 


2. That the members of the United States Congress from 
the State of New Jersey be urged to use their best efforts in 
bringing about the adoption of the new minimum wage law. 


3. That a copy of this resolution be forwarded by the 
Municipal Clerk of the City of Newark to each member of the 
present Congress of the United States from the State of New Jersey. 





Do not use space below this line 





RECORD OF COUNCIL VOTE 








X—Indicates Vote AB—Absent —_N.V.—Not Voting _ X.0.R-—Indicates Vote to Override Veto 
CERTIFIED TO BY ME THIS 7 | 
Pitinshagdtasen | Jan 20 1960 


21ST DAY OF JANUARY, 1960.) 
/ Clytfo- ~Veatb po 
Chy Crack 


Council of the City of Newark, N. J., 
This Resolution when adopted must remain in the custody of the City . Certified copies are available. 
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GREYHOUND Post Hovusg, 
Macon, Ga., March 22, 1960. 
Representative PH1L M. LANDRUM, 
House Office Building, Washington, D.C. 

DeaR Mr. LanpruM: I would like to register my protest against the Kennedy 
bill H.R. 4488 that would include the restaurant industry under the minimum 
wage law. 

Everyone in our State knows that you are a firm believer in States rights. It 
is my firm conviction that minimum wages should be controlled by the individual 
States. 

Minimum wage controls in the Restaurant business would be disastrous to hun- 
dreds of restaurants in Georgia. Many jobs would be consolidated or eliminated 
in an attempt to survive, and eventually a third or more would be forced out of 
business. The ones that continued to operate would have to raise prices, which 
would drastically curtail the “meal away from home” enjoyment of many 
Georgians, 

I have been in the restaurant business over 20 years and checking over past 
business records am convinced that we couldn’t operate with the proposed 
ninimum wage law in effect. 

May I count on your cooperation? 

Sincerely, 
J.T. Wess, Manager. 


CARBURETOR ELEctTRIC Co., 
Montgomery Ala., March 16, 1960. 
Representative Puiu, M. LANDRUM, 
House Office Building, Washington, D.C. 


Dear Mr. LanpruM: In regard to Senate bill section 1046, I would definitely 
like to see this bill defeated. 

I have two trainees working for me now and I would have to release them if 
this bill is passed. 

If I keep these trainees I would have to increase prices and the public is 
sick of price increases already. 

Thanking you, 
H. SPENCE, Owner. 


WHITMAN, RequarpT & ASSOCIATES, 
Baltimore, Md., March 22, 1960. 
Hon. PHL M. LANDRUM, 
Chairman, House Education and Labor Subcommittee, 
House Office Building, Washington, D.C. 


Dear Mk. LANDRUM: Senate bill No. 1046 and H.R. 4488 call for an increase in 
the minimum wage to $1.25 an hour. The passage of these bills will tremen- 
dously upset the economy of the country. The laborer is worthy of his hire, and 
laws arbitrarily raising the minimum price of labor without question cut away 
employment of handicapped people and it automatically raises wages and salaries 
all the way up the line. 

Very truly yours, 
G. J. REQUARDT. 


SAPPHIRE VALLEY INN & GOLF CLUB, 
Sapphire, N.C., March 18, 1960. 
Congressman Davip M. HALL, 
House Office Building, 
Washington, D.C. 

CONGRESSMAN HALL: Bill S. 1046, or the Kennedy wage and hour bill as it is 
better known, is of great concern to me as the owner of the Sapphire Valley 
Inn & Golf Club. I am certain you are well aware of the perilous effects passage 
of this bill would have on the hotel industry in general and on the smaller 
operators in particular, and I would appreciate knowing your stand on the issue. 

To localize the issue, let me explain that Sapphire Valley is primarily a real 
estate development—one that in only 4 years has already added much to the 
growth and prestige of western North Carolina. Our inn is a means toward 
this end, and through it we acquaint our future landowners with the great 








1562 MINIMUM WAGE-HOUR LEGISLATION 


potential of Sapphire Valley. Under the proposed Kennedy wage and hour bill, 
we fear that conforming to its present rigid standards would force price in. 
creases on our part that could seriously deter our progress in every respect. 

I might add, Congressman, that the State of North Carolina has passed a 
minimum wage law that has proven quite fair, so please know that I am not 
opposed in principle to a wage and hour law. The State law has exemptions 
that take into effect the peculiarities of the labor situation as it affects the 
hotel industry. It is one, while working some hardships, which allows us to 
keep price increases, layoffs, redtape, and unfair competition from larger firms 
to a minimum. 

May I take this opportunity to thank you for voting for the Landrum-Griffin 
bill. In the interim, may I count on your support to protect my operation and 
the thousands like it from bill S. 1046? 

Sincerely yours, 
EUGENE M. HOWERpp. 


Honorable CHAIRMAN, 
The House Education and Labor Committee, 
Congress of the United States. 


Sir: It is our understanding that your committee now has under considera- 
tion proposed legislation which will extend the present coverage and increase the 
rates under the minimum wage law. 

In this connection, we would like to submit for your consideration what we 
consider to be inequities in our individual situations resulting from the effeet 
of the present minimum wage law. 

We both grow, harvest, sell, and ship large quantities of vegetables from 
the Wintergarden area in Texas, our operations being in Zavala and Dimmit 
Counties. The crops in general consist of spinach, cabbage, and onions, which 
are processed for shipping in interstate commerce at the Warren Wagner Pro 
duce Shed at Crystal City; this operation is covered by the present provisions of 
the minimum wage law and proper wages paid. 

The inequity results not from the facet that our Operations are covered by the 
minimum wage law, but from the fact that some of our competitors in this 
area, having operations almost identical with ours, are net covered. Conse 
quently, they in general pay the labor processing their vegetables for shipment 
50 cents an hour, while our labor is paid twice or more that amount. Their 
vegetables are also processed for shipment off the farm, just as ours; their vege 
tables go to the same market centers as ours; their freight rates are the same 
as ours; but due to the low hourly wage, legally paid by them, they have an un- 
fair competitive advantage. 

We are not opposed to the minimum wage law or the fact that our operations 
are covered by it; we are not opposed to the proposed increase of the minimum 
wage. But we do feel that the provisions of the minimum wage law should 
be extended to cover all produce commodities packed or processed off the farm 
going into interstate commerce, and the provisions which exempt certain of 
these operations, even though the commodities are shipped in interstate com- 
merce, should be removed. 

We will appreciate your consideration of this problem and will be pleased to 
furnish specific and detailed facts should you so desire. 

Respectfully yours, 
WARREN WAGNER. 
Joe Byrp. 
THE STATE OF TEXAS, 
County of Zavala: 

Before me, a notary public in and for Zavala County, Tex., on this day per- 
sonally appeared Warren Wagner and Joe Byrd, who being by me duly sworn 
each of his oath states that the foregoing statement is true and correct; to 
certify which, witness my hand and seal of office this February 25, 1960. 

[SEAL] G. Curris JACKSON, 

Notary Public, Zavala County, Tex. 
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Buiss Bros. Datry, INc., 
Attleboro, Mass., March 24, 1960. 
Representative PHit M. LANDRUM, 
Chairman of the Subcommittee on Labor Stardards, 
House Office Building, Washington, D.C. 

Dear Sir: I am writing in objection to raising the minimum wage to $1.25 
and to further broadening the present coverage. 

In our business we employ several persons in part-time and full-time posi- 
tions as soda fountain clerks and office clerks, who would be most directly af- 
fected. It seems to me that to be forced to pay part-time student help a $1.25 
wage for clerking is quite a hardship. Not only that, but if we are supposed 
to pay $1.25 per hour for clerks, what about the employee already receiving 
$1.25 for a more responsible better job? Needless to say, mere pride will require 
a movement upward in the whole wage scale over a period of a few months, 
plus an accompanying upward trend in prices in the same old insidious infla- 
tionary manner. 

Specifically, we oppose S. 1046. 

Very truly yours, 
T. Kent BuIss, Jr. 


SumTER, 8.C., March 15, 1960. 
Hon. Put M. LANDRUM, 
House Education and Labor Committee, 
Washington, D.C. 

DeaR Mr. LANDRUM: I understand H.R. 4488 proposes increase in Federal 
minimum wage from $1 to $1.25 an hour and extending coverage to 10% million 
additional retail employees. I can see much popular appeal to this bill but it 
appears to me the injury it would cause would far outweigh any questionable 
value. It would unquestionably add to the serious inflation we are now facing, 
not only from the standpoint of those who would receive benefit from the increase 
resulting in the minimum wage, but through it inevitably bringing about wage 
increases right up the line in maintenance of proper level and differential of pay 
in the various skills. It would increase unemployment by removing from the 
gainfully employed those not sufficiently endowed to be considered worth the 
additional compensation in the services they could render. 

I do not oppose the minimum wage theory and its initial establishment but 
I do not feel that it is the prerogative or the duty of the Government to police 
or legislate increases for the individual beyond the minimum scale previously 
set and I do hold that individual initiative and betterment should be the means 
for increasing pay beyond that point. 

With regard to the extension of existing minimum wage coverage to additional 
workers mainly in large retail firms, it would appear that very thoughtful 
consideration should be given as to whether this would also not result in benefit 
to a few but the loss of employment to many others through their inability to 
be worth the higher pay that would be forced on such concerns by this legis- 
lation. 

I am hopeful that after your consideration you will oppose passage of this 
bill. 

Yours truly, 
H. F. Hock. 


HAvUGABOOK OIL Co., 
Montezuma, Ga., March 21, 1960. 
Hon. Pum M. LANDRUM, 
House Office Building, 
Washington, D.C. 

DeaR CONGRESSMAN: I have been informed by the Georgia Oil Jobbers Asso- 
ciation, Inc., that there have been two bills introduced, one by Congressman 
James Roosevelt, H.R. 4488, and the other by Congressman Peter Frelinghuysen, 
Jr., H.R. 7490. 

These bills are to raise the minimum wage to $1.25 per hour and also affect 
labor at service stations. 

Should this or any similar bill be passed, would force small businesses to 
close. 


55097—60—pt. 3—_41 
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I want to ask that you please use all your influence in defeating these or 
any similar bills, as small businesses have all the burden they can carry. 
Sincerely, 


CLAUDE G. HAUGABOOK. 


Towson, Mp., March 28, 1960. 
Hon. PHIL LANDRUM, 
Chairman, House Education and Labor Subcommittee, 
House Office Building, Washington, D.C. 


Dear Sir: While there are many industries that should be paying a minimum 
wage of $1.25 per hour, I believe careful consideration should be given the subject 
of the minimum wage for there are many small businesses that could not possibly 
operate if they were forced to pay a minimum rate of $1.25 per hour. 

I urgently request that the members of your committee as well as the members 
of the Maryland delegation give very serious consideration to bills S. 1046, H.R. 
4488, S. 1967, and H.R. 7490 before casting their votes. 

Respectfully yours, 
J. A. MITZELFELT. 


ZIMMERMANN Paint & Grass Co., 
La Porte, Ind., April 15, 1960. 
LANDRUM SUBCOMMITTEE, 
House Education and Labor Committee, 
Washington, D.C. 


Dear Sir: The control of minimum wages in retail establishments is, and must 
remain, a local problem. Federal legislation of retail wages can only cause 
extreme hardships, not only on large local retailers but also on so-called exempted 
small businesses. 

If the larger retail establishments in this town of La Porte raise wages, the 
competition for decent employees will cause an increase in our salary structure 
at our store. In addition, if the costs of labor increase in service and whole- 
saling businesses which service us, our costs will again be raised. 

Now, reasonably, if my costs increase, I will have to pass these increases on 
to my customers or go out of business. Today profits in my small business have 
been squeezed to a point where I have to borrow on future business to pay income 
taxes. Operating capital is at a minimum and interest rates on borrowed money 
continue to increase. 

What in the devil are you people in Washington thinking of? What is your 
philosophy of government? Do you think, by law, you can legislate away incom- 
petence, laziness, and lack of education by forcing employers to pay certain em- 
ployees more than they can produce? How long do you honestly believe this 
philosophy can survive or, for that matter, how long do you think the United 
States of America can survive on a “handout’’? 

This country was built on inspiration, perspiration, and an abiding trust in 
the providence of Almighty God. Government cannot replace these qualities with 
legislation. Tampering with fundamental economic principles cannot succeed. 

I appeal to you. Do not consider passage of any bills to enforce minimum wage 
laws on retailing. If you do, I am sure the repercussions across the Nation will 
create a hurricane sufficient to blow any man supporting such a bill right out of 
Washington. 

Let this be your guide: If a man is worth more than $1 per hour, someone 
will bid for his services at a higher rate until he reaches a wage level commen- 
surate with his abilities. Any attempt to change this economic fact by law will 
produce chaos and, God knows, we are already in as much trouble as we can 
handle right now. 

Sincerely yours, 


ZIMMERMANN PAINT & Grass Co., 
RosBert J. ZIMMERMANN, 
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THs COMMONWEALTH OF MASSACHUSETTS, 
DEPARTMENT OF THE ATTORNEY GENERAL, 
Boston, May 20, 1960. 
Hon. EpwakD P. BoLanpn, 
U.S. House of Representatives, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN BoLaANpb: As attorney general, I wish to record my full 
support for H.R. 4488 and 8. 1046. These bills would raise the present Federal 
minimum wage rate to $1.25 per hour. 

Not only would such legislation, if passed, increase the spending powers of 
workers covered by this legislation by some $50 million in Massachusetts alone 
put, of even greater importance, such legislation would provide for a living wage 
for a large number of employees. The proposed bills provide for a minimum 
wage of $50 per week based on a 40-hour week. Certainly, no one can quarrel 
that such a minimum wage is excessive. 

I would request that you give these bills your favorable attention. 

Cordially yours, 
Epwarp J. McCormack, Jr., 
Attorney General. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 27, 1960. 
Hon. GRAHAM A. BARDEN, 
Chairman, Committee on Education and Labor, 
House of Representatives, Washington, D.C. 

Dear Mr. Barden: There are pending before your committee several bills 
which will serve to amend the Fair Labor Standards Act of 1938, under which 
fair labor standards in employment affecting interstate commerce were estab- 
lished, and in particular H.R. 4488, a bill to amend the Fair Labor Standards 
Act of 1938, as amended, to provide coverage for employees of large enterprises 
engaged in retail trade or service and of other employers engaged in activities 
affecting commerce, to increase the minimum wage under the act to $1.25 an hour, 
and for other purposes. 

Although the views of this Department have not been sought by your com- 
mittee, we do desire to express certain important observations as to the effect cer- 
tain provisions in these bills will have on economies of the Virgin Islands and 
American Samoa and on certain segments of the fishing industry in the United 
States. For reasons to be elaborated upon, we recommend certain provisions be 
modified. 

H.R. 4488 contains a provision which, if enacted, would do serious harm to 
the developing economies of the Virgin Islands and American Samoa. By two 
provisos beginning on line 3 of page 8, industry minimum wage rates set for 
industries in the Virgin Islands or American Samoa would be mandatorily in- 
creased immediately by the full amount of the increase in the minimum provided 
for American industry as a whole. Since the general minimum would be in- 
creased from $1 to $1.25 under the bill, all minimum rates in the Virgin Islands 
and American Samoa would be automatically increased 25 cents per hour. 

Congress has recognized that in many of our offshore territories, with their un- 
developed economies, it is not possible to sustain wage levels comparable to 
those of the 50 States. For that reason the Fair Labor Standards Act has long 
provided that minimum wages in certain of the territories would be carefully 
tailored to the conditions in each industry and established on an industry-by- 
industry basis. 

Under this system wage levels have risen considerably, but not so fast as to 
prevent the local economies to develop at a steady pace. Minimum wages in 
industries covered by the act have been kept in reasonable harmony with non- 
covered segments of the economy, with the ability of infant industries to pay, 
and with the simple needs of people who, at least in the case of American Samoa, 
are barely emerging from a subsistence economy. 

In American Samoa only four industries have been designated for minimum 
wage purposes; of these, the minimum in three is 75 cents per hour, while the 
fourth, miscellaneous industries, has a 55-cent minimum. 
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Under this system of industry committee determinations, minimum wages have 
in fact been increased very sharply in the territories. With respect to American 
Samoa, for example, the Fair Labor Standards Act was extended to that territory 
by legislation enacted August 8, 1956. Since that enactment, three general wage 
increases for all covered employees have been made effective, as follows: 


{Cents per hour} 





| Minimum hourly wage established 








June 22, 1957 | June 21, 1958 Aug. 31, 1059 








Fish canning and processing. -............-..--.-.-- aT, 38 52 | 75 

Supe aa crammercetenme we 40 50 | 75 

Petroleum marketing---........-.-.---- eee ee EE 45 52 | 7 

Miscellaneous... .... 4543656 ~5e02s- pcdbantiiien doe lies 35 38 | 55 
! | 





These sudden sharp increases which have been experienced during the past 3 
years have already imposed considerable strain on the local economy. A further 
arbitrary increase of 25 cents would be extremely disruptive. 

Aside from the economic effects, the sudden changes are having an impact on 
the social structure. Samoan society is based upon the extended family group 
and wpon respect for the leadership and authority of household and village 
chiefs. A sudden increment of wealth to an individual, solely because that in- 
dividual is in employment covered by the Fair Labor Standards Act, tends to 
overturn the customary standard of values which has heretofore been accepted 
among the Samoan people. Jobs in covered employment become sought after; 
other work tends to be despised; the authority of the chiefs, a stabilizing ele- 
ment in a changing society, is weakened. The Government of American Samoa 
itself has difficulty competing with the wage scales set up for the few industries 
covered by the wage minimums. 

We believe that continued satisfactory progress can be made, both in economic 
development and in raising the general wage scale and standard of living in 
American Samoa and in the Virgin Islands, if the industry committee approach 
is adhered to, without additional arbitrary across-the-board increases by stat- 
ute. We therefore recommend that the bill H. R. 4488, if it should be acted 
upon, be amended to strike out the language requiring any automatie increase 
in minimum wages for American Samoa or the Virgin Islands. 

As coneerns the proposal to eliminate certain exemptions provided the fishing 
industry in the original act by the application of the minimum wage rate and 
the payment of overtime pay, we have serious objections. 

The original act provided that “any employee employed in the catching, tak- 
ing, harvesting, cultivating, or farming of any kind of fish, shellfish, crustaceas, 
sponges, seaweeds, or other aquatic forms of animal and vegetable life, including 
the going to and returning from work and including employment in the loading, 
unloading, or packing of such products for shipment or in propagating, proces- 
sing, marketing, freezing, canning, curing, storing, or distributing the above 
products or by-products thereof” was exempt from both the minimum wage 
rate and overtime provisions. 

The exemption from overtime payment has continued to apply to all segments 
of the fishery industry, although employees in fish canneries have been covered 
by the minimum wage provisions with the enactment of the Fair Labor Stand- 
ards Amendments of 1949 (Public Law 393, Sist Cong.). The minimum wage 

ate was raised to $1 per hour by the Fair Labor Standards Amendments of 
1955, becoming effective March 1, 1956. 

As matters now stand, the minimum wage rate of $1 per hour applies only to 
the fish canning industry: and the overtime provision is not applicable to any 
segment of the fishing industry. 

H.R. 4488 proposes to raise the minimum hourly wage rate from $1 to $1.25 
but does not refer to overtime payment of time and a half for the hours worked 
per week in excess of 40. Both of these provisions are contained in certain 
other pending bills and would apply to the entire fish processing and distributing 
industry : only the fishermen would continue to be exempt. 

It is estimated that during 1956 about 141.500 persons were engaged in fishing, 
and an additional 98,000 were engaged in manufacturing and wholesaling fishery 
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products. The extended coverage provided in proposed legislation would in- 
clude all of the latter, more than 40 percent of the employees in the fishing in- 
dustry. It is estimated that more than half of these 98,000 are currently em- 
ployed at rates in excess of the proposed $1.25 per hour. These are principally 
the workers in the major segments of the fish-processing industry of the New 
England, Middle Atlantic, Pacific and Alaska areas. The wage structure in 
these industries is more or less dictated by the wages paid in competitive in- 
dustries and also by the fact that the employees are highly unionized. More 
than 37,000, however, are employed in manufacturing and wholesaling estab- 
lishments in the Chesapeake, south Atlantic, and gulf areas. There is reason 
to believe that a considerable number of these are employed at less than the cur- 
rent minimum, except where fish or shellfish canning is conducted. 

The amendment of the Fair Labor Standards Act of 1938 as proposed in 
H.R. 4488 would impose a heavy burden on some segments of the industry in the 
form of increased payrolls. It is felt that in a good many instances these in- 
creased costs would have to be borne under difficult and unfair conditions. This 
is avoided in the approach of H.R. 7490 which we consider greatly preferable to 
H.R. 4488 and similar bills. 

The greatest hardship to the fish processing and distributing industry would 
be the necessity of paying workers at a rate of time and one-half for all time 
worked in excess of 40 hours per week. In those manufacturing industries 
where production can be scheduled in an orderly manner by the individual firm 
and it is to the employer’s advantage to work employees more than 40 hours, 
provision for overtime payment at a higher rate is reasonable. But in the fish- 
ing industry, the taking, processing and distributing of perishable fish and 
shellfish cannot necessarily be scheduled under the complete control of the indi- 
vidual firm. Recognition of this is evidenced by the fact that the entire fishing 
industry has been exempt from overtime provisions. 

Both offshore and onshore activities are subject to the varying forces of 
weather, seasons, general availability of fish and are especially influenced by 
the fact that fish and shellfish are highly perishable items. 

As the fisherman does not know, until the very time arrives, whether he will 
be able to fish nor how much he will catch, the processor does not know until 
the tisherman arrives at the wharf whether he will have the fish to process, 
nor how many. He does know that if there are fish, they must be processed 
within a very short time or spoilage will result. Further, the processing must 
be completed in one continuous operation. It cannot be stopped and started 
again. 

The necessity for continuous operation does not stop with the initial process. 
Except when canned or frozen, fish and fish products for human consumption 
are and remain highly perishable and must be properly packed, stored or 
shipped, and distributed to reach the consumer before spoilage sets in even after 
processing. 

It is evident, therefore, that the fishing industry beginning with the fisher- 
man is one continuous process which, once set in motion, must be carried through 
if serious economic waste is to be avoided. The uncertainty of the take of fish 
and the pressure of perishability affect the operations of the processors and the 
distributors, as well as the fishermen. When large quantities of fish are landed, 
persons engaged in processing may be called upon to work long hours, while at 
other times work may be slack for a considerable period of time when landings 
are small. There is no distinction in this respect between the fisherman on his 
vessel, the processor at the plant, and the distributor who must arrange for the 
shipment and marketing of these perishable commodities. 

Since the processing and distributing of fish and fish products are so inter- 
related with the actual taking of fish, it is recommended that the present exemp- 
tions afforded all segments of the fishing industry from overtime provisions 
be continued and that any bill acted upon by the committee be amended to re- 
flect these exemptions. 

We should like to refer again to the deletion of language which would require 
any automatic increase in minimum wages for the Virgin Islands or American 
Samoa. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Ross LEFFLER, 
Ass’ .ant Secretary of the Interior. 
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Twin City CASKET MANUFACTURING Co., 
Columbus, Ga., July 17, 1959. 
Hon. E. L. (Tic) Forrester, 
Georgia Representative, 
Washington, D.C. 

Dear Sir: This is my first letter to any elected Government official, however, 
I feel so strongly about the pending minimum wage bill S. 1046 that I feel 
that I must add my opposition to its passage. 

First, let me state that I am a small manufacturer of wooden burial caskets 
and when the last minimum wage bill was passed I was employing 23 people. 
I found it necessary to install an automatic fire alarm system and eliminate 
three watchmen to try to stay in business and meet competition of large manu- 
facturers. These three men who were put out of work were men who were too 
old to do any other kind of work and if my information is correct they are still 
without jobs, but I could not keep them at $1 per hour. I do not know how 
I will do it but if the rate is raised again I must eliminate more because I can- 
not stand a 25 percent increase in my payroll. I believe any increase in the 
minimum wage would be harmful to low quality or “borderline” labor who now 
are able to find employment at $1 per hour. 

Another southern industry that will be hard pressed will be the small saw- 
mill operator. One operator from whom I purchased lumber advised me last 
week that he is disposing of his mill if another increase is forced on him be- 
cause at present he is hard pressed to make ends meet due to competition from 
large lumber mills on the west coast. We can’t all be the size of General Mo- 
tors or other industrial giants, but, if the small businessman continues to be 
eliminated by Government pressure we soon will have only the large corporations 
who can control their prices and not have to absorb increased cost as the little 
man does. 

My last and most important point is that I believe that this bill would be 
“legislated inflation.” I have never found a way to raise the bottom of a pole 
without raising the top at the same time and if you raise the “floor sweeper” 
the “machine operator” wants the same percent of increase which is only right 
according to the American way of “more skill, more pay.” 

Therefore, I ask your most serious effort in defeating S. 1046 minimum wage 
bill. 

Very truly yours, 
J.G. McGarr, Vice President. 


Jory 20, 1959. 
Hon. J. G. McGarr, 
Vice President, Twin City Casket Manufacturing Co., 
Columbus, Ga. 


DrEAR FRIEND: I have received your kind letter of July 17, expressing your 
opposition to S. 1046, which would increase the minimum wage and extend the 
Federal wage-hour law to retail and service establishments. 

I appreciate your reasoning and can inform you that I am in complete accord 
with your views. In fact, I was only 1 of 54 Congressmen who voted against @ 
similar proposal when it was presented in 1956. Such votes are not popular; 
however, nothing has occurred to change my mind, and I expect to follow my 
convictions on the next go around. 

As yet, the legislation has not been scheduled by the House Committee on 
Education and Labor. I gather that hearings will be held after the labor reform 
legislation is concluded. Due to the time element, it appears unlikely that any 
floor action will be taken until next year and rumor has it that it will be made 
a campaign issue by both parties. 

Your letter is so sound in nature and your reasoning so impressive that I 
expect to submit it to the chairman of the Education and Labor Committee at 
the time that the hearings are being conducted, so that it will be a matter of 
record and receive the attention of the various members of the committee. 

I hope that you will continue to benefit me with your views on any matter 
which is of concern to you. I can assure you that they will be most welcome. 

With all good wishes, I remain, 

Sincerely, 


FE. L. Forrester, Member of Congress. 
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STATEMENT IN BEHALF OF THE ELECTRONIC INDUSTRIES ASSOCIATION 


This statement is submitted in behalf of the Electronic Industries Association 
in support of H.R. 12170, introduced by Representative Edgar W. Hiestand, to 
amend the Fair Labor Standards Act to eliminate the inconsistency in the basic 
public policy between the minimum wage provisions under that act and those 
existing under the Walsh-Healey and Davis-Bacon Acts. The Electronic In- 
dustries Association strongly urges that this amendment be enacted as separate 
legislation or included in whatever minimum wage legislation is proposed at 
this session of Congress for the revision of the Fair Labor Standards Act. 

The Electronic Industries Association is the national trade association repre- 
senting approximately 350 manufacturers of electronic equipment, both com- 
mercial and military. Its membership includes companies, most of which are 
small business, covering the entire gamut of electronic products. Because 
approximately 50 percent of these products are sold to the military departments 
and other Federal agencies, our industry members have felt the full impact of 
the Walsh-Healey Act. 

The experience of our industry not only extends to the normal administrative 
problems encountered in complying with the Walsh-Healey Act but also to the 
actual impact upon our members of wage determinations affecting the industry. 
In the past 5 years, members of our industry have been involved in six different 
Walsh-Healey Act wage proceedings undertaken for the purpose of compelling 
an increase in minimum wage levels substantially above the Fair Labor Stand- 
ards Act rate. The industries affected by these proceedings are electric lamps, 
missiles, scientific instruments, electronic tubes and semiconductors, electronic 
components, and electronic equipment. 

Because the members of our association are manufacturers of products sold 
to the Government under supply contracts, this statement is limited to a dis- 
cussion of the Walsh-Healey Act. While many of the arguments made herein 
apply to the Davis-Bacon Act, that statute is principally applicable to employers 
in the construction industry. 

Our reasons for supporting the Hiestand amendment are as follows: 


(1) The Walsh-Healey Act produces inflation and contributes to increased 
Government costs 


When the Walsh-Healey Act was passed in 1936, its sponsors in the House 
explained that its purpose was to compel manufacturers who receive Govern- 
ment contracts to conform to the minimum wage standards prevailing in their 
respective communities. The ascertainment of these standards was left to the 
Secretary of Labor. Since 1950, however, succeeding Secretaries of Labor have 
ignored both the legislative history and the locality limitation in the language 
of the act and have adopted a policy of determining minimum wages on an 
industrywide basis, irrespective of differences in community wage patterns or 
historic geographic differentials. 

This has resulted in the Secretary of Labor determining, as the prevailing 
wage for an industry, the median of all plants in that industry on a national 
basis. Consequently, under any of the recent postwar determinations at least 
one-half of the plants in any given industry are deemed to be substandard and 
therefore are required to readjust their wage scales upward in order to obtain 
Government contracts. The inflationary impact of this technique is tremendous. 

To illustrate the extent of the inflationary impact of the Walsh-Healey Act, 
as currently administered, and its impact upon Government procurement costs, 
it should be borne in mind that the electronic industry sells to the various agen- 
cies of the Federal Government an estimated $6 billion of electronic products 
each year, mostly in support of our defense and space programs. Our industry, 
therefore, has actual experience in the operations of the Walsh-Healey minimum 
wage provisions and their inflationary effect upon wage rates. The application 
of the act not only forces wage rates upward but also causes a corresponding 
increase in Government procurement costs and the price the taxpayer must 
pay for defense and other Government programs. 

One of the acute problems we face as a nation today is that concerning the 
mounting costs of our military and space programs in which the electronics 
industry plays a major role. It is an economic fact that any increase in wage 
rates is bound to cause a corresponding increase in defense costs-—and the im- 
pact is even more significant when such increase is related to an irdustry which 
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sells to the Government electronic products worth approximately $6 billion 
per year. 

The existence of several minimum wage laws, which are inherently in- 
consistent, also causes increased company overhead costs because of the different 
requirements for the keeping of records. The several laws are different as to 
coverage in the requirements for the payment of overtime and in the age brackets 
concerning child labor. These differences not only impose bookkeeping hard. 
ships but also adds to overhead costs which must be taken into account in bidding 
on Government contracts. These recordkeeping requirements also discourage 
many companies, both large and small, from engaging in Government work 
thereby reducing competition on Government procurement programs. In elec: 
tronics procurement alone we would estimate conservatively that future costs to 
the Government and the taxpayers will be increased approximately $600 million 
solely on the basis of Walsh-Haley proceedings now being conducted for the sev- 
eral segments of the electronics industry. And this does not take into account 
the impact of increased Walsh-Healey minimum wages upon competitive wage 
levels in the marketplace and their consequent effect in producing general 
inflation. 


(2) The economic reasons for the enactment of the Walsh-Healey Act no longer 
exist and can no longer be justified 

It is apparent that because of the enactment of the Fair Labor Standards Act, 
the Walsh-Healey Act has outlived its usefulness. The history of the Walsh- 
Healey Act speaks for itself. It was enacted in 1936 as a temporary stopgap 
measure to replace, to a limited extent, the minimum wage, maximum hour, and 
child-labor provisions which had been adopted in the codes of fair competition 
under the National Industrial Recovery Act, declared unconstitutional by the 
U.S. Supreme Court. At the time of passage, its authors portrayed the act asa 
temporary expedient pending the consideration and passage of legislation dealing 
with minimum wage, maximum hours, and child-labor standards on a national 
basis. The immediate purpose of enactment was to retain, to the limited extent 
provided, the labor standards prevailing under depressed conditions during the 
National Recovery Act period. 

Two years later—1938—the Fair Labor Standards Act was enacted to deal 
with substandard labor conditions on a broad basis. After its constitutionality 
was upheld and after a national floor on minimum wages was established for all 
manufacturers producing goods for interstate commerce, there was no longer any 
broad public policy which suggested the setting of special minimum wage levels 
for particular industries. This was recognized by Labor Secretary Perkins and 
her successor, Judge Schwellenbach. Consequently between the years 1942 and 
1950 few if any determinations were made under the Walsh-Healey Act. In 
1950, however, this dormant statute was revived by the late Secretary of Labor, 
Maurice J. Tobin, with the result that he and his successors have established 
numerous wage determinations, substantially above the Fair Labor Standards 
Act floor in numerous high paying industries. The theory on which the Secre- 
tary based his decision to increase Walsh-Healey activity was that the Govern- 
ment, as a heavy purchaser of commodities in these industries, should not pro- 
cure from companies which were depressing general labor standards. This 
theory ignores the fact that in passing the original Fair Labor Standards Act 
and in its subsequent revisions, Congress has undertaken the responsibility it- 
self for deciding what a fair minimum wage should be, rather than leaving this 
delicate question to administrative discretion. Therefore, it cannot be truth- 
fully said today that any manufacturer who conforms to the standards that Con- 
gress has fixed as a fair minimum is paying substandard wages or is depressing 
labor conditions. 


(8) The Walsh-Healey Act disrupts the economy of smaller industrial com- 
munities and increases unemployment in surplus labor areas 

Congress should be reminded also that the Walsh-Healey Act, as currently 
administered, conflicts with another policy, viz, the rehabilitation of depressed 
industrial areas affected with chronic unemployment. The economic and com- 
petitive problems caused by existing conflicting and overlapping minimum wage 
laws are readily seen when it is considered that industry is faced, on the one 
hand, with a single national minimum wage fixed by Congress under the Fair 
Labor Standards Act, and at the same time must cope with entirely different 
minimum wages fixed by the Secretary of Labor. This means that the economy 
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of a small industrial community having several industries is subjected to an 
overlapping and disrupting wage structure caused by the national minimum wage 
prescribed under the Fair Labor Standards Act and the multiple minimum wages 
established for each industry affected by the Walsh-Healey Act. This condi- 
tion has a disrupting and unstable effect upon industrial communities which 
make up an economically integrated unit. It causes workers to move from job 
to job because of the varying minimum wages prevailing in the community. It 
also plays into the hands of unions seeking to take full advantage of the multiple 
wage differentials as an argument in bargaining for higher wages in separate 
negotiations with companies. 

Moreover, because the Walsh-Healey Act is administered in a way to fix mini- 
mum wages on a national industrywide basis, the economy of smaller commu- 
nities and those with lower wage levels are not only adversely affected but also 
are placed at a disadvantage in bidding on Government contracts. This has 
the effect of imposing higher wage rates than those prevailing in the community, 
thereby disrupting the local economy. 

The administration of these laws not only disrupts the economy within a com- 
munity and a State but it also creates economic problems within the larger 
regions of the country. It is an economic fact that minimum wage levels in 
the various regions of the country are not uniform except in the application of 
the national minimum wage. A major company in an industry manufacturing 
defense products in a region having a moderate wage level may be forced to 
increase its wage level, thereby creating serious economic dislocations as well as 
laying the groundwork for wage inflation. Consequently, because the Secretary 
of Labor under the Walsh-Healey Act asserts a right to establish wages on an 
industrywide basis, this law is in direct conflict with the Fair Labor Standards 
Act which fixes a uniform minimum wage on a national basis. 

An excellent example of the serious problem caused by surplus labor is the 
case of New England, the economy of which was greatly dependent several years 
ago upon the textile industry. The economy of New England was seriously af- 
fected by the dispersal of this industry to other regions of the country. Toa 
considerable extent, the textile industry has been replaced by the electriconics 
industry. But because the Walsh-Healey Act is administered on a national scale, 
it has a tremendous adverse effect upon efforts in New England to retain its 
industries under a stable wage structure. 


(4) The Walsh-Healey Act stifles the growth of small business concerns and 
impairs their ability to secure Government business 

The Walsh-Healey Act also adversely affects the growth of small business and 
impairs efforts of the Small Business Administration to administer another con- 
gressional policy, viz, securing preference to small business in obtaining Govern- 
ment contract work. There is little doubt also that this act favors large com- 
panies over small firms in obtaining Government contracts. Evidence at Walsh- 
Healey Act hearings has demonstrated that in industry after industry small 
establishments on the whole tend to have a lower wage scale than larger com- 
panies. Consequently, the impact of most industrywide determinations is more 
severely felt by small concerns than by their larger competitors. The result is 
that small companies, rather than become uncompetitive in the commercial mar- 
ket, frequently will elect to drop out of the Government market instead of dras- 
tically revising their wage structures in order to compete for Government busi- 
ness. This means, of course, the impairment of the ability of small business 
to expand and also higher costs to the Government because of diminished 
numbers of eligible bidders. 

Thus, where lower rates are a factor in making small business concerns com- 
petitive for Government business, these companies are faced with the alterna- 
tive of either not bidding on Government business or raising their wage rates 
to a point of no return, thereby making it difficult for them to compete either 
for Government or commercial business. The Small Business Administration 
is aware of this problem. In a recent statement, the Administrator of the 
Small Business Administration, in commenting on the Walsh-Healey and Davis- 
Bacon Acts, pointed out that these laws “tend to raise wages throughout the 
country to the levels paid by large firms in the industrial areas without due re- 
gard to local economic conditions and to the financial problems of small business.” 

To summarize, the Electronic Industries Association strongly urges that Con- 
gress enact H.R. 12170, either as separate legislation or as an amendment to the 
Fair Labor Standards Act, to make the minimum wage established under that 
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act applicable to all industries affected by the Walsh-Healey and Davis-Bacon 
Acts. We are convinced this legislation would be in the national interest 
because— 

1. The Walsh-Healey Act, as presently administered, produces inflation and 
contributes to increased Government costs ; 

2. The economic reasons for the enactment of the act no longer exist and 
can no longer be justified ; 

3. The act disrupts the economy of small industrial communities and increases 
unemployment in surplus areas; and 

4. The act stifles the growth of small business concerns and impairs their 
ability to secure Government business. 


CorRNELL-Youne Co., INc., 
Macon, Ga., March 18, 1960. 
Reference : Bill H.R. 4488, minimum wage extension. 
Hon. Putt LANDRUM, 
Chairman, Landrum Subcommittee, Education and Labor Committee, House 
Office Building, Washington, D.C. 


DEAR CONGRESSMAN LANDRUM: We are in favor of minimum wage extension 
but believe that it should not be effective until a year after the enactment. Gen- 
eral contractors would not be able to protect their present commitments unless 
this delay is written into the bill. 

We appreciate your consideration. 

Yours very truly, 
W. L. Youna, 


CORNELL-Younec Co., ING., 
Macon, Ga., March 18, 1960. 
Re minimum wage extension, S. 1046. 
Senator Lister Hit, 
Chairman, Senate Labor and Public Welfare Committee, 
Senate Office Building, Washington, D.C. 


Dear SENATOR HILL: We would be in favor of an extension of the minimum 
wage. However, we think whatever wage increase is decided upon it should 
be put into effect a year after the legislation was passed. There are many 
contractors who would not be able to protect their present commitments if the 
increase was put into effect even ninety days after enactment. 

Yours very truly, 
W. L. Youne. 


CoRNELL-YoOuNG Co., INc., 
Macon, Ga., March 18, 1960. 
Reference : Secondary boycotts, bill S. 2643. 
Senator Lister HI11, 
Chairman, Senate Labor and Public Welfare Committee, 
Senate Office Building, Washington, D.C. 


Deakz SENATOR HILL: We do not believe in secondary boycotts in any degree. 
We strongly oppose any legislation that would tend to weaken the existing 
Landrum-Griffin amendments. 

Your support of these basic ideas will be appreciated. 

Yours very truly, 
W. L. Youna. 


CoRNELL-Youne Co., INC., 
Macon, Ga., March 18, 1960. 
Reference: Secondary boycotts, H.R. 9070. 
Hon. GRAHAM BARDEN, 
Chairman, House Education and Labor Committee, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN BARDEN: We do not believe in secondary boycotts in any 
degree. We strongly oppose any legislation that would tend to weaken the 
existing Landrum-Griffin amendments. 

Your support of these basic ideas will be appreciated. 

Yours very truly, 


W. L. Youna. 
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GAINESVILLE, FxLa., March 27, 1960. 
Hon. D. R. (Bitty) MatTHeEws, 
House of Representatives, 
Washington, D.C. 


DEAR SIR: We, the undersigned owners of food service businesses in Gaines- 
ville, Fla., feel that the restaurants, cafes, and cafeterias in the food service in- 
dustry of Florida and in the whole Nation, are being threatened by the proposals 
before Congress this year to increase the coverage of the Federal wage and 
hour laws to include them. 

The restaurant industry has the highest percentage of minimum wage workers 
of any major industry in the country. Productivity per employee per hour is 
relatively low. If the minimum wage workers are increased, everyone on the 
payroll must be increased in order to maintain the wage differential. 

There are many fringe benefits in connection with restaurants which are 
of considerable value, especially to the minimum wage workers, such as meals 
and uniforms, which are never adequately accounted for in a minimum wage law. 
Many workers’ tips are a very substantial part of their income. While their 
salaries may be low, these tips more than make up the difference. 

Profits in the restaurant business are low, which indicates that wages are 
brought about by force of economic necessity and not by choice of the restaurant 
operators. 

Wage increases cannot be passed off through increased prices as in some in- 
dustries, for the public is supersensitive to price increases in restaurant foods. 
The restaurant operator’s real competitor is the housewife and the lunch pail. 

It is our belief that increased costs would force prices up and sales down, 
which means that many marginal workers would lose their jobs. There would 
be no industry to absorb the high percentage of the these unskilled workers pres- 
ently on restaurant payrolls. 

We ask your support in defeating this threat to our businesses by voting 
against any proposals to include retail stores and restaurants under the Federal 
wage and hour laws. 

Yours respectfully, 

Liny’s Cafeteria, Mr. Roy W. P. Liny, Sandwich Part, Clyde P. 
English, Manor Motel Restaurant, By Geo. Weservau, Dan ???- 
, Dan and Mary, Haliday Inn Resturant, by J. H. Hinster- 
mester, Suburbia Drive-In Resturant, Joseph Fink, Humpty 
Dumpty, R. H. Hudgins, Bowleri Inn, E. R. Pognozzi, Laigo 
Seafood Poultry, Lavin Coultier, Cookies Rest, L. C. Cake, 
Cauova Dglo, F. A. Cauova, City Drug Co., Albert V . Pres., 
Primese Grill, Byron M. Winn, Jr., Morley’s Sandwich Shop, D. 
A. Morley, Gold House Rest, Laura A. Alexander, University 
Club, Coli B. Robetan, Alford’s Tower House, By H. O. Alford, 
owner, John Manare, Owner, Manaro’s Spaghetti & Pizza House, 
Stuart D. Lamber, Pizza Patio, C. J. Cafeterias, Inc., by J. P. 
Ahrario, College Inn Inc., by C. K. Hamman, The Lounge Cafe, 
Manuel V. Villa, Ganton BE. Stewart, G. E. S., Rebel Restaurant, 
F. A. Jackson, Jr., Burger Ring, Billy Joe Crabb, — —————— 
Inn, Fred —————-, Dark Love Cafeteria, Georgia Loomis, L. W. 

Woolworth, A. B. Holmes. 











THE SECOND SUPPLEMENT AND EXHIBIT TO THE STATEMENT OF THOMAS L. 
CARTER, IN BEHALF OF TEXAS LUMBER MANUFACTURERS ASSOCIATION 


The Texas Lumber Manufacturers Association joined with these additional 
independent logging and pulpwood contractors and dealers of Texas named 
herein, strongly urge that the present 12-man exemption for independent log- 
ging and pulpwood contractors and dealers under the Fair Labor Standards 
Act neither be amended nor eliminated, but be maintained at least in its present 
form. 

There has been testimony presented before this subcommittee in this hearing; 
however, it should be reemphasized that grevious harm would be done the inde- 
pendent logging and pulpwood contractor and dealer to the extent that many 
would have to cease operations if the “12-man exemption” is reduced or elimi- 
nated. 
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The following is quoted verbatum from a petition directed to this House 
Subcommittee on Labor Standards regarding proposed changes in the Fair 
Labor Standards Act: 


“To: House Education and Labor Committee 
“Subject : H.R. 4488 
“We, the undersigned independent logging and pulpwood contractors and 

dealers of Texas, respectfully submit that an increase in the minimum wage 
and removal of the 12-man forestry exemption would do great violence to the 
public interest, curtailing both employment and earning power in the timber 
industry, and we urgently recommend that the law be not changed in regard 
to the minimum wage and 12-man forestry exemption. 

Steve Kandell, Post Office Box 25, San Augustine, Tex. 

R. B. Turner, Post Office Box 93, San Augustine, Tex. 

Gregg Hackett, Box 637, San Augustine, Tex. 

J. W. Oglesee, Box 10, San Augustine, Tex. 

W. R. Horn, Route 1, Box 56, San Augustine, Tex. 

W. H. Smith, Route 3, Box 184, San Augustine, Tex. 

M. C. Davis, Route 4, Box 125, San Augustine, Tex. 

Ellis Rider, Garyne, Tex. 

L. D. MeWilliams, Timpson, Tex. 

R. B. Brooks, Timpson, Tex. 

Wade Reno, R.F.D. 2, Center, Tex. 

Grady Rhodes, R.F.D. 1, Timpson, Tex. 

J. D. Cooper, R.F.D. 1, Shelbyville, Tex. 

Earl Fitzgerald, R.F.D. 2, Shelbyville, Tex. 

J.W. Meyers, R.F.D. 3, Center, Tex. 

H. Stanley, R.D. 5, Center, Tex. 

Hal G. Land, Box 396, San Augustine, Tex. 

Hulon Kelley, Box 200, San Augustine. 

T. D. Castle, Box 372, San Augustine, Tex. 

Thomas Castle, Box 334, San Augustine, Tex. 

R. B. Hardy, Route 2, San Augustine, Tex. 

G. B. Sanders, General Delivery, San Augustine, Tex. 

N. L. Lee, Apple Springs, Tex. 

Eddie W. Dixon, Apple Springs, Tex. 

H. F. Jeffrey, Route 1, Apple Springs, Tex. 

C, Zell Griggs, Pennington, Tex. 

Orville Barker, Pennington, Tex. 

Buford R. Siou, Route 1, Box 163, Lufkin, Tex. 

Rice Midell, Pennington, Tex. 

Verge Ellis, Pennington, Tex. 

R. D. Geoffry, Pennington, Tex. 

M. N. Phillips, Star Route 1, Groveton, Tex. 

M. H. Mangum 

O. T. Dunn, Route 5, Box 137, Lufkin, Tex. 

Edwin Dickey, Rusk, Tex. 

H. B. Odum, Rusk, Tex. 

V. O. Fuller, Henderson, Tex. 

Lynor Parker, Beckville, Tex. 

Brinson Parker, Beckville, Tex. 

D. V. Hunt, Route 2, Henderson, Tex. 

Clyde Bell, Beckville, Tex. 

J. B. Carter, Beckville, Tex. 

Harvey Fry, Rt. Groveton, Tex. 

Aubrey Fry, Apple Springs, Tex. 

W. H. Vick, Apple Springs, Tex. 

J. E. White, Apple Springs, Tex. 

Henry D. Steel, Apple Springs, Tex. 

W. E. Margce, Pennington, Tex. 

M. H. Mangum, Groveton, Tex. 

Pat Kessings, Groveton, Tex. 

Ralph A. Davis, Huntsville, Tex. 

Alfred Houston, Phelps, Tex. 

J. F. Carroll, Cleveland, Tex. 

A. L. Casetin, Dayton, Tex. 
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W. F. Williamson, Cleveland, Tex. 
Frank J. Woolf, Cleveland, Tex. 
Jesse Hamilton, Cleveland, Tex. 

J. F. Hamilton, Cleveland, Tex. 

J. L. Carr, Cleveland, Tex. 

Sam McMahon, Newton, Tex. 
Cameron Cliburn, Newton, Tex. 
Grant Gavel, Bonwier, Tex. 
Leetche Weingate, Bonwier, Tex. 
T. R. Smart, Newton, Tex. 

Dobie Alfred, Kirbyville, Tex. 
Millard Bennett, Call, Tex. 

C. H. Necels, 3209 Nerren, Lufkin, Tex. 
Windell Tisley, Route 1, Pollok, Tex. 
O. C. Daniels, Percilla, Tex. 

H. W. Reagan, Pollok, Tex. 

Theo. Johnson, Pollock, Tex. 

Roy E. Jackson, Lufkin, Tex. 

Jim Fry, Groveton, Tex. 

Harry Rhoden, Groveton, Tex. 
Zelmer Rhoden, Groveton, Tex. 
James L. Fry, Groveton, Tex. 
Henry White, Groveton, Tex. 

Billy M. Bruce, Groveton, Tex. 
Leon Browning, Groveton, Tex. 
Coleman Reynolds, Groveton, Tex. 
Jay Lynn Reynolds, Groveton, Tex. 
H. C. Campbell, Groveton, Tex. 
Wilt Scogin, Groveton, Tex. 

M. E. Pierce, Route 1, Groveton, Tex. 
Clyde Lee, Groveton, Tex. 
Rayburn Habbard, Groveton, Tex. 
H. M. Walker, Groveton, Tex.” 


x 





